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WEDNESDAY, JUNE 1, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Dartry Propvucts 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met at 10 a. m., in room 1310, House Office 
Building, Hon. Thomas G. Abernethy (chairman of the subcommittee) 
presiding. 

Mr. ABERNETHY. The committee will come to order. 

We are met this morning for the purpose of hearing testimony from 
Mr. Otie M. Reed and others from the National Creamery Associa- 
tion. 

Mr. Reed, do you have anyone with you that you would like to 
have sit at the table with you? 

Mr. Reep. No, sir; the other two men will testify for us later on. 
As to this particular statement I am the only one who will testify on 
it. 

Mr. AperNeruy. All right, Mr. Reed. 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
THE JOINT COMMITTEE OF THE NATIONAL CREAMERIES ASSO- 
CIATION AND THE AMERICAN BUTTER INSTITUTE 


Mr. Reep. Chairman Abernethy and members of the committee, 
my name is Otie M. Reed and I am Washington representative of the 
joint committee of the National Creameries Association and the Amer- 
ican Butter Institute, with offices at 1107 19th Street NW., Wash- 
i n 6, D.C. 

e joint committee is composed of the National Creameries Asso- 
ciation and the American Butter Institute, these organizations having 
joined together with regard to the conduct of their business before 
Government departments and the Congress here in Washington on 
September 1, 1954. 

The National Creameries Association is composed of some 950 dairy 
processing plants, located in the States of Minnesota, Wisconsin, 
Iowa, North and South Dakota, Kansas, and Nebraska. About 85 
percent of the plants that are members of the National Creameries 
Association are locally owned and operated cooperative associations 
and the remainder are private corporations. 

The American Butter Institute is composed of both corporate firms 
and cooperative associations with membership in 43 States. The two 
organizations manufacture and sell most of the creamery butter pro- 
duced in the United States, and many of the members operate fluid- 
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milk plants, cheese factories, nonfat dry milk solids plants, and produce 
and distribute a complete line of dairy products. 

My testimony will be devoted to Federal fluid milk marketing agree- 
ments and orders, and the changes we think should be made in these 
regulations, as well as in the Agricultural Marketing Agreement Act of 
1937. 

I am the only witness who is going to appear for the joint committee, 
at least so far, with regard to Federal milk marketing agreements and 
orders and the Marketing Agreement Act of 1937. 

Mr. Asernetay. I believe there are a few other names here. 

Mr. Rexp. They will testify on different subjects, sir. 

Mr. Apernetay. All right. 

Mr. Reep. I have, due to the fact I am covering the waterfront on 
this particular question, so to speak, a rather voluminous statement. 

I do not wish to read the statement in its entirety but I would like 
to talk from it and to have it submitted in full for the record with 
your permission. 

Mr. Apernetuy. That will be all right. 


SUMMARY AND CONCLUSIONS 


Mr. Rexp. The somewhat voluminous statement attached hereto 
can be summarized briefly as follows: 

(1) It is the policy of the joint committee to work for improvements 
in the order system and the elimination of those features of orders 
which we think are inimical to the public interest and which operate 
to the disadvantage of producers of manufacturing milk. 

(2) The orders, while issued to provide an “adequate supply” of 
fluid milk in fluid milk markets, have as a matter of fact been instru- 
mental in maintaining and increasing surpluses over fluid milk 
requirements. 

(3) The facts show that price structures in fluid milk markets are 
arbitrarily high, leading to the production of excess milk in fluid 
milk supply areas and in a reduction in consumption in these areas. 

(4) Compensatory payments operate to limit the movement of 
qualified milk into fluid milk markets operating under orders and tend 
to implement a high degree of local monopoly. 

(5) The practice of classifying “‘other source” milk in the lowest 
classes first tends to restrict the entry of qualified milk in fluid milk 
markets. 

(6) The arguments of the administrative officials of the Department 
of Agriculture and proponents of compensatory payments and down 
classification of ‘‘other source” milk, to the effect that these provisions 
are necessary in order for market pool orders to operate effectively, 
are unfounded. 

(7) For many years, orders operated without these provisions and 
we know of no reason why it should be necessary to include them in 
orders at this time. 

(8) If these devices are eliminated, we think such action will go far 
toward correcting the current inequities which orders now engender 
between fluid milk producers and manufacturing milk producers. 

(9) The Dairy Subcommittee can be of material benefit in correcting 
this situation by either one of the two following procedures: 
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(a) In making its formal report to the House Committee on Agri- 
culture it could point up the current features of orders which we 
believe are improper and as a matter of fact in violation of the Agri- 
cultural Marketing Agreement Act of 1937, thereby giving guidance 
to administrative officials as to the provisions of orders which are not 
authorized by the act of 1937; or 

(6) Approve amendments to the Agricultural Marketing Agreement 
Act which we propose. 

In case the subcommittee desires to go the route of recommended 
amendments, we have several proposed amendments which we will 
furnish the committee. 


POLICY OF THE JOINT COMMITTEE REGARDING FLUID MILK MARKETING 
AGREEMENTS AND ORDERS ISSUED PURSUANT TO THE AGRICULTURAL 
MARKETING AGREEMENT ACT OF 1937 


I want to emphasize to the subcommittee that the organizations I 
represent are not interested in destroying the marketing agreements 
and orders, nor in the repeal of the act of 1937. 

The policy of the joint committee is as follows: 

1. Recognizing that fluid milk orders have exerted a stabilizing 
effect upon fluid milk markets, the joint committee believes that 
producers of milk for use in interstate fluid milk markets are entitled 
to receive the benefits of the stabilized marketing procedures embodied 
in the orders. To my knowledge, no single organization making up 
the membership of the joint committee or its member units would 


advocate revocation of the act of 1937, if the act were properly 


administered. 

2. Our sole interest regarding fluid milk orders is to eliminate 
certain provisions of such orders which we think are inimical to the 
public interest, and which operate to the disadvantage of the manu- 
facturing milk producer and to a sound, competitive milk industry in 
the United States. 

To summarize: We do not want to destroy the orders—we wish to 
eliminate certain provisions which are being used to contribute to 
(1) a very high degree of local monopoly, (2) inhibit the entry of 
qualified milk into markets regulated by orders, (3) subsidize the 
en of vast surpluses over fluid milk needs in fluid milk markets 

y arbitrary pricing of milk used for fluid consumption. 
Mr. AnpresEN. Is it your contention that compensatory payments 
are not authorized by the act of 1937? 

Mr. Reep. That is correct. 

Mr. Apernetuy. Has that question ever been tested in the courts? 

Mr. Reep. There has been one court case which I will describe 
later in the statement. If you wish I will describe it now. 

Mr, Aperneruy. It would be appropriate if you do. 

Mr. Reep. To my knowledge the only court test of the compensa- 
tory payment provision arose in connection with a former compen- 
satory payment provision in the New York milk order. 

In the United States District Court, State of New York, case of 
Kass against Brannan, the court ruled in favor of the Department of 
Agriculture and upheld the compensatory payment provision. 


1 Hereafter the term “‘orders,’’ and act of 1937 will be used to denote marketing agreements and orders 
and the Agricultural Marketing Agreement Act of 1937, respectively. 
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Mr. AnprEsEN. Do you have someone here who took part in that 
case to testify as to the legal aspects of the litigation? 

Mr. Rexp. That may be; yes. We don’t know for sure. 

Mr. ANDRESEN. Who will that be? 

Mr. Reep. There has been some suggestion that Mr. Polyhoff 
could have testified. 

Mr. ANDRESEN. Was he the attorney who brought the case? 

Mr. Reep. Yes. 

Mr. ANDRESEN. Will he come here at the instance of your organi- 
zation? 

Mr. Reep. If he comes at all it will be partly at our instance and 
partly at hisown. I think he is desirous of testifying in his own right. 

Mr. AnpRESEN. I think it would be very well for the committee 
to hear the legal aspects of this particular issue. 

Mr. AxserNnetuy. I asked you if it had been tested in the court 
and you said “I think it has.” 

You gave some citation. 

Mr. Keep. That is right. 

Mr. Asernetay. If it has been tested in the courts there was 4 
decision either favorable or unfavorable or the court avoided it. 
Which did it do? 

Mr. Resp. In the lower court, that is the Federal district court, the 
court ruled in favor of the Department of Agriculture. 

Mr. Asernetuy. What did the court of last resort do? 

Mr. Reep. It was appealed to the Second Circuit Court of Appeals 
and they ruled against the Government with a majority opinion of 
2 out of the 3 circuit-court judges sitting on that case. 

Mr. ANDRESEN. Was it the Department’s contention that com- 
pensatory payments could be charged? 

Mr. Reep. Yes, sir. 

Mr. AserNnetuy. And it went to the circuit court of appeals? 

Mr. Reep. That is right. 

Mr. ABERNETHY. Is that where the case ended? 

Mr. Reep. They ruled against the Department, and there the case 
ended. Since then no case has been brought which has gone higher 
than that level. 

Mr. ABERNETHY. When was that? 

Mr. Resp. I believe that was in 1950. 

Mr. ABERNETHY. But nevertheless they continued to assess the 
compensatory payments? 

Mr. Rzep. The court ruled that the provision, as it was contained 
in the order, resulted in handlers being charged different prices for 
milk entering the same use, and that the provision fell, therefore, 
under section 8c (5) (A) of the act. 

Then on the basis of that decision the question was reopened in the 
New York order and a different type of compensatory payment was 
written into the order. 

To my knowledge that particular provision has not been contested 
in the courts, either in New York or anywhere else. 

Mr. Apernetay. All right. You may proceed. 

Mr. Rexp. I want to make it quite clear to the Committee that my 
organization is not here to ask this committee to take any action to 
destroy these orders or rescind the Marketing Agreement Act of 1937. 
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CRITERIA FOR THE ISSUANCE OF FEDERAL MILK MARKETING ORDERS, 
AND PRICE CRITERIA USED IN ESTABLISHING ORDER PRICES 


A. Criteria—Act of 1937 

The purpose of the Congress in granting the powers and authority 
for regulating the marketing of milk in fluid milk markets is found 
in the Agricultural Marketing Agreement Act of 1937, which re- 
enacted, amended and supplemented the marketing agreement and 
order provisions of the Agricultural Adjustment Act of 1935, which 
in turn represented a system of major amendments to the original 
Agricultural Adjustment Act of 1933. 

The policy of the Congress was stated to be that— 

(1) Through conferring upon the Secretary the powers contained 
in the act, to establish and maintain such orderly marketing condi- 
tions for agricultural commodities in interstate commerce as will 
establish as prices to farmers, parity prices as defined; and 

(2) “To protect the interest of the consumer by— 

“‘(a) Approaching the level of prices which it is declared to be 
the policy of the Congress to establish in subsection (1) of this 
section by gradual correction of the current level at as rapid a 
rate as the Secretary of Agriculture deems to be in the public 
interest and feasible in view of the current consumptive demand 
in domestic and foreign markets; and 

“(b). Authorizing no action under sections 601-608, 608a, 608b, 
608c, 608d-612, 613, 614-619, 620, 623, 624 of this title which 
has for its purpose the maintenance of prices to farmers above the 
level which it is declared to be the policy of Congress to establish 
in subsection (1) of this section.” The quotation is taken from 
Compilation of the Agricultural Marketing Agreement Act of 
1937, issued by the United States Department of Agriculture, 
1952. 

Thus the policy as stated was to improve marketing conditions so 
that parity prices for farmers could be achieved, to approach such 
parity levels gradually in view of the demand situation, and expressly 
prohibited any action under the marketing agreement and order 

rovisions which would increase prices to farmers above the parity 
evel. Such was the stated policy for agricultural commodities 
in general. 
r. ANDRESEN. When was that policy established? 

Mr. Reep.+The Agricultural Adjustment Act of 1935. 

Mr. ANpDRESEN. Which passed in 1937? 

Mr. Rexp. The act of 1935, in which, as you may recall, detailed 

rovisions regarding marketing agreements and orders were written 
into the Agricultural Adjustment Act. 

Then in 1937, after the Agricultural Adjustment Act, or certain 
provisions of it, had been invalidated by the Supreme Court, the 
marketing provisions of the act of 1935 were reenacted and supple- 
mented through the passage of the Agricultural Marketing Agreement 
Act of 1937. 

Mr. ANDRESEN. Were you in the Department of Agriculture at that 
time? 

Mr. Ruep. Yes, sir. 

Mr. AnpResen. What was your position? 
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Mr. Reep. I came into the Department of Agriculture in 1933 as 
an economist. I was head of the Analysis Unit for about 6 years, 
and from 1939 to 1942 I was Chief of what is now the Dairy Branch. 

Mr. AnpresENn. Chief of the Dairy Branch? 

Mr. Reep. That is right. 

Mr. ANpREsEN. Did you administer the marketing agreement 
following that? 

Mr. Reep. For 3 years I was in charge of the branch which did 
that work; ves. 

Mr. ANDRESEN. What years were those? 

Mr. Reep. February of 1939 through May of 1942. 

Mr. ANpDRESEN. Did you help write the interpretation and the 
policies for the Department of Agriculture with reference to the 
administration of the act? 

Mr. Resp. I did. 

Mr. ANDRESEN. Was anything said in your interpretation and 
recommendations to the Secretary with reference to compensatory 
payments? 

Mr. Reep. No, sir. We thought in those days that any such 
device which could be construed as limiting the marketing of the 
milk from any area in a particular market under a particular order 
would violate section 8c (5) (C) of the act. You yourself proposed, 
when the Agricultural Marketing Agreement Act of 1937 was being 
written, that that provision be inserted in the act. 

Mr. AnpRESEN. Do you discuss that particular provision in your 
statement? 

Mr. Reep. Yes, sir. 

Mr. ABERNETHY. When did you leave the Department? 

Mr. Resp. I left the Dairy Branch in 1942 and was sent to England 
for several months to conduct a survey of some of the British practices 
in conducting their war food program. 

Then I cam back and from early 1943 to August of 1945 I was 
Deputy Director of Supply of the War Food Administration, at which 
time I resigned. 

Mr. AsgrnetHy. When for the first time did this compensatory 
a provision come on the scene? 

r. Reep. I think it came in first in 1945, sir. 

Mr. Asernethy. All right. 

Mr. Resp. With regard to fluid milk, while presumably operating 
under the same general price policy as other agricultural commodities, 
special treatment was given with regard to permissible levels of fluid 
milk prices to farmers that could be established under orders, that is, 
the specific policy of attainment of parity prices was modified with 
respect to price levels to be Sotabiicad under fluid milk marketing 
agreements and orders. Thus, section 18 of the Agricultural Market- 
ing Agreement Act ef 1937 provides as follows: 


(18) Miix Prices. 


The Secretary of Agriculture, prior to prescribing any term in any marketing 
agreement or order, or amendment thereto, relating to milk or its products, if 
such term is to fix minimum prices to be paid to producers or associations of 
producers, or prior to modifying the price fixed in any such term, shall ascertain 
the parity prices of such commodities. The prices which it is declared to be the 
policy of Congress to establish in section 602 of this title shall, for the purposes 
of such agreement, order, or amendment, be adjusted to reflect the price of feeds, 
the available supplies of feeds, and other economic conditions which affect market 
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supply and demand for milk or its products in the marketing area to which the 
contemplated marketing agreement, order, or amendment relates. Whenever 
the Secretary finds, upon the basis of the evidence adduced at the héaring required 
by section 608 of this title or this section, as the case may be, that the parity 
prices of such commodities are not reasonable in view of the price of feeds, the 
available supplies of feeds, and other economic conditions which effect market 
supply and demand for milk and its products in the marketing area to which the 
contemplated agreement, order, or amendment relates, he shall fix such prices 
as he finds will reflect such factors, insure a sufficient quantity of pure and whole- 
some milk, and be in the public interest. Thereafter, as the Secretary finds 
necessary on account of changed circumstances, he shall, after due notice and 
opportunity for hearing, make adjustments in such prices. 

It would appear that there are several quite cogent reasons for the 
enactment of this special milk price section by the Congress. Some 
of these no doubt were as follows: 

1. Control of production and restriction of the volume of market- 
ings of milk and dairy products are not authorized by the act of 1937. 
Prices fixed by Government fiat in Federal marketing agreements and 
orders must therefore be related to the supply and demand position 
in the market. 

2. The public interest demands that there be sufficient supplies of 
pure and wholesome milk to meet their needs. Parity prices, as such, 
might be either too high or too low to have the desired effect. 

3. Parity prices for class I milk have not been established by the 
Department of Agriculture, and to my knowledge have not been com- 
puted. This arises largely from the fact that in many instances, an 
adequate series of class I prices did not exist, the items included in 
class I milk vary from market to market, and the like. The Depart- 
ment for many years has published a series of milk prices which repre- 
sent the price received by farmers for milk sold wholesale from farms. 
This price does not relate to actual use—it includes prices for milk 
used in evaporated milk, fluid milk markets, cheese, milk delivered 
to butter-dry milk plants, in short, all outlets which require whole 
milk for their production plus milk delivered to butter-dry milk plants. 
It is not a series that represents the average prices which farmers 
receive for milk used as fluid milk in fluid milk markets. It is rather 
an average of all whole milk prices, irrespective of use, and therefore 
cannot be used satisfactorily to determine the parity prices of class 
I milk, 

In actual practice, therefore, the Department of Agriculture for 
many years has relied entirely upon section 18 quoted above as the 
section of the act of 1937 which contains the criteria upon which the 
prices in fluid milk marketing agreements and orders are established. 

In practice, the Department makes a finding that parity prices are 
not reasonable in view of the price of feeds, supplies of feeds, and other 
economic conditions, and finds further that the prices established by 
the order or amendment thereto fulfills the requirements of section 
18. <A typical finding is to be found in order No. 13, as amended, 
regulating the handling of milk in the Greater Kansas City marketing 
area, quoted in the footnote below.’ 

I beheve that the discussion herein is sufficient to show how the goal 
of price fixing under the orders is not parity prices per se, but a level 


2 “The parity prices of milk as determined pursuant to No. 913.2 of the act are not reasonable in view of 
the price of fi available supplies of feeds, and other economic conditions which affect market supply and 
demand for milk in the marketing area, and the minimum prices specified in the order as amended, and as 
hereby further amended, are such prices as will reflect the aforesaid factors, insure a sufficient quantity of 
pure and wholesome milk, and be in the public interest” (‘T. 7, ch. IX, Code of Fed. Regs. Marketing Orders, 
pt. 13, published in Federal Register, April 30, 1955). 
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of prices geared to economic conditions in the market, with most 
important criterion being that of securing a sufficient supply of pure 
and wholesome milk for the consuming public. 


B. Other criteria for the issuance of orders 


In addition to the specific criteria set forth in the act of 1937,there 
are other related criteria not specifically spelled out in the act. Some 
of the witnesses have stated that the orders are necessary to maintain 
the integrity of the classified price plan, in the sense that they believe 
a classified price plan will not work very well unless it is marketwide. 

Mr. ANDRESEN. Was the test of whether the prices received or 
fixed for the producers as @ minimum price based on reasonableness 
of the price, or was it upon securing an adequate supply of good milk? 

Mr. Rzep. Securing an adequate supply, sir. 

Mr. AnpREsEN. You mentioned the word ‘reasonable’ there. If 
the producers thought they were not getting a reasonable return or 
reasonable price these orders could be opened up? 

Mr. Resp. That is right. 

Mr. ANDRESEN. In my mind, at least, there is a great deal of 
difference between the word “reasonable” and the supposition that 
the minimum price was to secure an adequate supply. 

Mr. Reep. I think that the Secretary is directed, if he finds that 
the parity price, whatever it might be, is unreasonable, in view of 
marketing conditions, to fix a price that will reflect the prices of 
feeds, supplies of feeds, supply and demand conditions, and assure 
a ear quantity of pure and wholesome milk. It directs him to 
do that. 

Mr. ANpDRESEN. When you administered this law did you take this 
term “fixing a minimum price to producers” as a support price or as 
an incentive to produce an adequate supply? 

Mr. Reep. I would put it this way: We fixed the price that we 
thought would be sure to give us sufficient milk for that market. 

Mr. ANDRESEN. Was there a shortage of milk in any of these order 
areas? 

Mr. Rezp. Not at that time. 

Mr. ANDRESEN. At any time? 

Mr. Resp. No. 

Mr. ANDRESEN. The test was, as I understand it, to secure an 
additional supply of good milk? 

Mr. ReeEp. No, I don’t think so. 

Mr. ANpresEN. What was it? 

Mr. Reep. Marketing conditions at that time were very chaotic 
in the sense there had been a number of milk strikes. Milk was 
priced at any number of different prices in a fluid-milk market. There 
was no uniformity of prices between handlers. 

Under such circumstances the market was always in a state of 
turbulence, and it was thought that through creating more orderly 
conditions by applying a marketing plan throughout the market, 
applicable to all handlers, in which all producers would share, that 


we would have more orderly marketing and the prices would be at 
levels, had to be at levels, we thought, which would bring forth 
enough milk under the circumstances. 

Mr. AnpreseN. You say there never was a shortage in any of these 
areas? 
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Mr. Reep. No, not that 1 know of. There may have been some 
short-time shortage due to drought, but in general those markets were 
heavily supplied also at that time. 

Mr. AnpRESEN. What was the general result, then, of the way this 
act was interpreted and administered? Did that bring about an 
additional production in the area? 

Mr. Reep. I don’t think we did. I would have to check those 
figures very carefully, but I do not think so. I think the surplus 
was held just about where it had been theretofore. 

Mr. AnprEsEN. I have been told by the Department that produc- 
tion has increased so that in some seasons of the year the surplus is 
80 percent of the total production. 

Mr. Reep. I see what you are driving at now. I was talking about 
the very early days when we first started to apply these criteria. 

So far as it is concerned now, I do believe that the prices are at such 
levels that surpluses are being maintained and increased, certainly 
being maintained. 

r. ANDRESEN. Has that been a gradual increase since 1945 and 
it has reached its peak now? 

Mr. Resp. The surplus situation right now is about as bad as it 
ever has been under the orders. 

You see, during the war the markets got short. Fluid milk con- 
sumption expanded greatly and fluid milk utilization went up greatly. 

Following the war period there was an equally drastic decline in 
the proportion of milk going into fluid uses so that we came back to 
our old surplus position. It is as bad or worse than it was at the time 
the act was written. 

Mr. AnpreEsEN. This minimum price which has been fixed, that has 
encouraged production and that has been a rigid figure during certain 
seasons of the year and it has stood there as a price that the farmer 
would receive for the milk that he sold? 

Mr. Reep. Let us put it this way: 

I think beyond any question the orders have a tendency to increase 
production. In the first place, irrespective of price levels, they do 
impart a certain security into the market in this sense: That the 
producer does know what his price, at least his class price, will be; 
and he does know that his milk will be fully and accurately accounted 
for. 

There seems to me, under those circumstances, to be stability- 
imparting influences which normally would be expected to cause 
some increase in production. 

Then when this is coupled with prices which are raised higher than 
they should be, the impetus to increase production or expand the 
milkshed is strengthened. 

Mr. ANDRESEN. Has there been any material increase in produc- 
tion because of the high minimum price paid to producers? 

Mr. Reerp. I think that the facts show that production has more 
than kept pace with the increased utilization which has come about 
through growth of the population and current per capita consumption 
figures. 

Thee ANDRESEN. Then this figure of having 80-percent surplus over 
and above the needs for fluid milk sales is not entirely accurate, is it? 

Mr. Reep. Oh, yes, it is accurate. What do you mean? 





362 STUDY OF THE DAIRY INDUSTRY 


Mr. ANDRESEN. I mean this: You say that the consumption of milk 
has increased with the increase in population? 

Mr. Reep. Yes. 

Mr. ANDRESEN. I am also informed there has been a decrease in 
consumption again. 

Mr. Reep. It depends on the period you are talking about, Con- 
gressman Andresen. The highest level of per capita milk and cream 
consumption was reached in 1945. 

In 1953 and 1954 we are considerably below that level. 

Last year I believe fluid milk consumption showed a very slight 
increase from its 1953 level. 

Mr. AnpRESEN. We have had 10 years now since 1945 which could 
pretty well establish a trend, not only in production but also in 
consumption. 

Mr. Reep. That is true. 

Mr. ANpDRESEN. Will you discuss that in your statement? 

Mr. Resp. I don’t have any figures on trends here. I can tell you 
what they are. 

Mr. ANDRESEN. That is what we would like to know. 

Mr. Reep. Per capita milk consumption, as I say, increased 
markedly durinz the war years and reached its peak in 1945. I believe 
it was at around 399 pounds per capita, although I would like permis- 
sion to correct that figure. 

Mr. ANDRESEN. In what area? 

Mr. Reep. That was in the United States as a whole. 

Mr. AnpRESEN. I have been talking about these order areas. 

Mr. Reep. | think your consumption in the order areas has followed 
the same pattern as general consumption im the United States—high 
during the war years, much lower now. 

Mr. ANDRESEN. Can you get us exact information? There are 56 
or 60 order areas. Can you give us the figures of trends in the order 
areas? 

Mr. Reep. I will try to get them. 

Mr. ANDRBESEN. Particularly those established in the last 10 years. 

Mr. Reep. All right. 

Mr. AnpresEeNn. The complaint is that they have been producing 
so much milk in these areas that they have had large surpluses, and 
those surpluses have gone into manufactured products. Is there 
anything to that? 

Mr. Reep. Yes. 

Mr. ANpDREsEN. Will you analyze that feature of the claim? Do 
you have any facts to show that the increase in production of the 
milk in the order areas has been so large that these surpluses are 
going into manufactured products? 

Mr. Reegp. I think I can get you that. 

Mr. AnprResEN. Don’t you have that in your statement? 

Mr. Rexp. Only in the general way in which I have made it. 

Mr. ANpRESEN. We want specific facts on that. That is one of the 
reasons for this hearing. 

Mr. Reep. If you look at table 1, perhaps this will answer your 
question. 

Mr. AnpreseN. What page is that on? 

Mr. Reep. At the end of my statement. It would be page 24. 
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This table was taken from the report of the Federal Order Study 
Committee. That committee was appointed by the Secretary about 
2 years ago, and it made a report to the Secretary last February. Its 
purpose was to review and appraise his marketing orders. 

That table shows for seven markets what has happened to the per- 
centage of milk utilized for fluid milk as compared to total receipts 
from producers, meaning by that producers as defined under the orders. 

If you run down those figures you will note in 1940 in Chicago it was 
81.1 percent used as fluid milk, and so on down, until it reached a very 
high point in 1946 of 93.1 percent. 

It drops steadily then until 1953 when it was 63.2 percent. 

Mr. Jonnson. Did the production increase when the amount used 
went into class A milk? Did the production increase or stay about the 
same all over that period? 

Mr. Reep. I will have to look at those specific production figures 
and class I figures to show you. This shows the ratio of class I sales 
to your production. 

Mr. Jounson. I was thinking of the fact that during that period, 
up to 1946, these fellows working in these cities were working full time 
plus time and a half. They had more money to spend on dairy prod- 
ucts. 

Then they came back to 40 hours a week and now do not have full 
employment, some working 30 hours and 35 hours a week. What did 
that have to do with it? 

Mr. Reep. As far as the country as a whole is concerned there has 
been a decline in fluid milk consumption from the real peak years, 
from 1945, during those conditions of very full employment, and 
scarcity of other foods. 

Mr. Jonnson. Another question was asked earlier. I understood 
that was for the milkshed area. I understood the gentleman from 
Minnesota to say 80 percent in the milkshed areas was being used 
other than for fluid milk, or was that for the country as a whole? 

Mr. Reep. I don’t know what it refers to. 

Mr. Jounson. What were you referring to, Mr. Andresen? 

Mr. ANDRESEN. I understood that took place in the New York 
milkshed during a certain season of the year. 

Mr. Jounson. Butter, cheese, and so on? 

Mr. ANDRESEN. Ice cream. 

Mr. Hagen. In your statement, the first page of your summary, 
item 3, you state that the facts show that price structures in fluid 
milk markets are arbitrarily high, leading to the production of excess 
milk in fluid milk supply areas and in a reduction in consumption in 
these areas. 

You just stated that the trend of consumption throughout the 
United States has been down, which would seem to indicate that 
perhaps the marketing orders are not the villain because there is some 
inference that this has happened all over the United States. 

I recognize many States have that law, California has that law. 

Can you submit any figures to show that the trend of consumption 
has been otherwise in areas where they do not have laws similar to 
Federal orders, or where they do not have Federal orders? Is there 
any evidence that in those areas consumption has remained stable 
or has increased? 


62203-—55—pt. 2— 
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Mr. Rexp. No. If you refer to the findings of the Federal Order 
Committee the other areas are in about the same position. There is 
no clear-cut evidence that the Federal markets operating under 
Federal milk orders have increased production more than other areas. 

You have this factor to consider: 

A number of the States have milk-control laws. I forget what it is 
at the last reading. 

Also the order system itself imparts a great deal of stability to 
surrounding markets. 

What I am driving at here is this: Surpluses are increasing, and 
that means to me that price structures are being maintained in those 
areas at levels high enough to cause more than a sufficient supply of 
milk as defined in the act. 

Mr. Hacen. How about an area which does not have any State 
law or any Federal order and which is far removed from areas which 
do have orders? That would be a clear-cut case if you can demon- 
strate in those areas the price has permitted the same level of consump- 
tion or an increased level. 

Mr. Reep. You will find in areas of that nature that the situation 
is not particularly different from what it is in Federal order markets. 
That all comes back to the facts regarding the particular market, 
what the marketing scheme is, and so on. 

Mr. Hacen. There is really no evidence for your conclusion here, 
then? 

Mr. Resp. We think there is a great deal of evidence. 

Mr. Hacen. You indicate there is not. 

Mr. Resp. No. What I am saying is this: It may very well be 
true that prices in these other markets are maintained at such and 
such a level, but they are not maintained there by Government orders. 
They are maintained there by the bargaining that takes place within 
the market, which is perfectly legitimate. 

What I am saying is that here, under regulatory systems, which 
directs the Secretary to see to it that supplies are sufficient, supplies 
are being maintained at much more than a sufficient level. 

Mr. Hagen. You are not concerned about the price level so much 
as the supply, then? 

Mr. Reep. Concerned about the price structure to this extent: 

That if you have a great deal of surplus in the market, meaning by 
that more milk than you need to meet the requirements of the market, 
which I think means that you could define market requirements as 
being 15 percent in excess of your daily sales during the short season, 
if you have more milk than that you then have an excess supply. 

We all know that it costs considerably more, and figures can deter- 
mine it, to produce milk which is qualified under the city sanitation 
regulations for use as fluid milk. 

When you are going to spread that over so much more milk than is 
necessary it seems to me quite obvious that your differential must be 
higher, that you are actually spreading the class I differential over a 
lot of milk which is not needed in the market that is actually used in 
surplus uses. 

Mr. Haaen. I do not think you have demonstrated the validity of 
your statement there. 

Mr. Heimpurcer. Are the prices paid to producers of blended milk 
in market order areas now, Mr. Reed, above or below parity? 
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Mr. Reep. That is another thing that cannot be answered defini- 
tively. The Department of Agriculture has never computed parity 
prices for class I milk. That is one reason that section 18 was en- 
acted, because we were under, at that time, the direction to relate 
these prices to parity and yet we could not compute a parity price. 

Mr. HermpBurcer. Are the prices actually being received by a 
producer in market order areas now generally above or generally below 
the parity price which the Department computes for all members? 

r. Reep. There is no way to answer that question, because there 
is no series which gives you the United States average price, blended 
price for fluid milk and fluid milk food products. 

You have an average price for all milk sold wholesale, but that 
includes milk for evaporating, milk for cheese, milk that goes into 
butter powder plants. There isn’t in existence the figure you speak of. 

Mr. Hermpurcer. As to individual milksheds what is the situation, 
do you know? Are the prices being received by farmers in the indi- 
er milksheds, most of them, above or below parity? Do you 

now 

Mr. Reep. I cannot answer the question because the parity figure 
never has been computed. 

In practice what the Department of Agriculture does is to make a 
finding to the effect, whenever it issues an amendment to an order, it 
makes a finding to the effect that parity prices are unreasonable, and 
that the prices established are reasonable in view of section 18. 

Mr. Hermpurcer. Then you mean that the Department has not 
made any real effort to operate on the authority contained in the act 
to bring prices up to parity as they have operated under the authority 
contained in section 18? 

Mr. Reep. They have operated under section 18. 

Mr. Hermpurcer. Prices which will provide a sufficient supply? 

Mr. Resp. That is right. 

Mr. Hermpurcer. Have they used a sufficient supply as a measure 
of what is a reasonable price? 

Mr. Reep. Yes, sir; I think that is true. I think it is disclosed by 
their official statements. 

Mr. Jounson. It would seem to me from the argument I have 
heard so far that one of the solutions would be production control of 
the marketing quota. If people in the milkshed receive this extra 
price there should be some limit on what they produce so they do not 

enalize farmers in Wisconsin and Minnesota so they do not make a 
ot of excess milk which goes into butter, ice cream, and soon. They 
still would have this high price in that case. 

Mr. Reep. I would take this position, Mr. Johnson: 

In our view, in the view of our organizations, it is quite an undesir- 
able thing to try to control production. 

Mr. Jonnson. What are you going to do in those areas? 

Mr. Reep. What would Caneon if you adjusted these price struc- 
tures downward would be this: 

The unnecessary milk would be forced out of the market. 

Mr. Jounson. The what? 

Mr. Reep. The unnecessary milk would probably leave the market 
if your prices were adjusted, hal the producers which remain in that 
market, and who are necessary to supply that market, would probably 
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get just as big a blended price because your high price would be divided 
up over a much smaller surplus. 

Mr. Jounson. If we are going to protect the marketing orders and 
at the same time let them compete with our people back in Wisconsin 
and Minnesota it seems to me there is more reason for him to cut it 
down than the people back there. I don’t know that is the solution, 
but if you keep on producing and producing and protecting them with 
these orders you are not helping our people. 

Mr. Reep. | would hate to see the day when fluid milk producers 
of-this country, manufacturing milk producers, are required to control 
production. 

I would much rather see us try to develop more reasonable price 
structures, better coordinated markets so far as supply and demand is 
concerned, greater consumption rather than to try to control produc- 
tion. 

Mr. Jonnson. Nobody wants to have to control milk production 
unless they have to. Do you have a solution to offer us which you 
think will take care of this situation? 

Mr. Reep. Yes, I think I have. 

Mr. Asrernetuy. May I interrupt to say this witness has a long 
statement. He has been questioned constantly since 15 minutes 
after 11 and has not touched his statement. We had better let him 
get back on his statement. 

Mr. Ruep. Thank you, Mr. Abernethy. 

I will be the only witness for our group on orders. That is one reason 
this statement is so voluminous. 

Mr. AserNnetuy. Your time is running pretty fast. 

Mr. Reep. Classified price plans were first developed by cooperative 
associations of milk producers in bargaining for prices with handlers 
or distributors. Under this plan, milk entering the different uses, 
such as in fluid bottled milk, fluid cream, ice cream, and the like, 
was assigned different prices according to use. Such plans did not 
develop until the character of milk markets had changed from one 
where there were relatively large numbers of producers selling their 
milk individually to handlers and where there were relatively few 
handlers, to a system where the supply had become organized to a 
greater or lesser degree by organization of a cooperative association of 
producers acting as the sales agent for large numbers of producer. 
Thus, the situation became one where greater or lesser control of the 
bargaining processes relative to supply was in the hands of one or more 
cooperative associations, and the buyers, in this case the handlers, 
were also few in number. Once having organized significant portions of 
the supply so that it could be bargained as a unit, it became necessary 
to find some plan of charging handlers the same price for milk they 
used. Inasmuch as handlers use varying proportions of milk in the 
different products, it was a practical impossibility to price milk to 
them on a flat price basis, that is, a single price for all milk received 
by them. The classified price plan was developed to cure this sore spot. 

However, very few milk markets are so completely organized that 
all of the supply is in the hands of the cooperative association. Many 
producers remain outside the association. Thus, with milk for fluid 
purposes commanding higher prices than milk for other uses, and with 
some milk outside the plan, some handlers preferred to be flat price 
buyers and did not buy from the association, thereby getting their 
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milk cheaper on a use basis than handlers who bought their supply 
ance of orders. 

From the foregoing, it would appear that one of the major reasons 
for the development of orders was to make marketwide the system of 
pricing followed by the cooperatives in the market, thereby eliminating 
the disrupting effects of there being available to handlers in the market 
milk which could be purchased on.a flat price basis- and which gave 
flat-price handlers their fluid milk at lower prices than those handlers 
who purchased their milk from the cooperative on a classified 
price basis. 

Here, I wish to call the attention of the subcommittee to the very 
vast difference between markets operating under price schedules 
bargained by the cooperative without full control of the supply, and 
markets operating under orders where all of the supply must be 
purchased by handlers under the classified price plan. In the former 
type of market, price competition in the procurement of milk from 
farmers still existed. Therefore, the class prices of the cooperative 
had to be kept well in line with competitive conditions, else handlers 
would shift. from classified price buyers to flat price buyers. Under 
an order, with the full market supply priced on a classified basis and 
mandatory upon all handlers, price competition is eliminated in the 
procurement of milk from producers. In the place of competitive 
forces, the only restraint upon prices under Federal orders is the 
judgment of Federal officials who administer the orders and the 
manner in which the act may impose certain restraints, depending on 
how the act is interpreted. 


GENERAL ANALYSIS OF THE CRITERION “SUFFICIENT SUPPLY” ® 


Throughout the course of these hearings, many witnesses have 
stated that the primary purpose of orders is to secure an adequate 
supply of pure and wholesome milk for consumers, and thereby con- 
tribute to the public interest. In none of the testimony has there 
been any very clear statement of what constitutes a “sufficient 


supply,” and there has been little if any discussion of the situation 


vis-a-vis order prices if the.supply is more than ‘‘sufficient.”’ 

It seems to be fairly well agreed among marketing specialists and 
persons engaged in the marketing of Juid milk that the market must 
have available during the season of short production a volume of 
milk in excess of actual fluid sales in order to meet day-to-day varia- 
tions in demand and to a lesser extent day-to-day variations in pro- 
-duction. This so-called operating reserve is considered to be about 
15 percent of actual daily average sales during the season of short 
production. We fully recognize the need for this surplus, or operating 
reserve. 

Since there is very little seasonal variation in the consumption of 
fluid milk, it would follow that a market which has a surplus over 
actual fluid sales of around 15 percent during the short season of 
production will necessarily have a larger surplus during the season of 
heavy production, depending upon the seasonal variation of produc- 
tion in the area. 

We may conclude, therefore, that a market is sufficiently or ade- 
quately supplied, and the interest of the public fully protected, when 


3 The term ‘“‘sufficient supply”’ is used hereinafter interchangeably with the term ‘“‘adequate supply.” 
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the market has available a supply 15 percent in excess of actual daily 
average sales during the short period. It should also be noted that 
the term supply does not mean supply from purely local production. 
If the market secures short period supplies from areas distant from 
the local area of production, as a matter of course, then the term 
“sufficient supply” should involve supplies from all sources. 

We now pose the fundamental question: 

Since assuring the consuming public, through the stabilization 
techniques of Federal orders, of an adequate supply of pure and 
wholesome milk, is the major function of orders, what is the position 
when surpluses far in excess of the necessary operating reserve during 
the short season actually exist-in order markets? Corrollary questions 
are: 

1. Is the public interest served by perpetuating a price structure 
under Federal orders which result in supplies far in excess of an 
adequate supply? 

2. If it is concluded that the public interest is not served by price 
structures which encourage production far in excess of the markets 
needs, then what is the reason for maintaining such price structures 
under Federal orders? 

It would seem almost axiomatic that, with regard to the first ques- 
tion propounded above, the public interest is not served by perpetu- 
ating price structures which result in supplies far in excess of adequate 
supplies. 

It is generally agreed that it costs somewhat more to produce milk 
meeting the sanitation regulations applicable to fluid milk markets 
than it costs to produce milk used for manufacturing milk. It is also 
fairly generally agreed, that prices charged handlers for mil's used as 
fluid milk must be sufficient. to furnish farmers a price differential over 
manufacturing milk values sufficient to enable them to meet the costs 
of producing higher quality fluid milk. From this it follows, if the 
so-called class I differential is spread over a volume of farm production 
far in excess of the market’s needs, that the differential must be quite 
considerably higher than would be the case if the supply and demand 
for milk in the market were more closely in balance.. In other words, 
in order to achieve a given blend price or average price, the class I 
price must be much higher where surpluses over fluid milk require- 
ments are large than when such surpluses are small. 

The reasons for this state of affairs are really quite simple: 

1. Surpluses over actual fluid milk utilization are manufactured into 
dairy products such as butter, cheese, and the like, which must meet 
the competitive price levels established on nationwide markets, and 
therefore cannot be overpriced relative to market returns from such 
commodities. 

2. The fluid milk price paid by handlers indubitably affects the 
oon of milk at retail. The higher the class I price to producers, the 

igher must be the retail price to consumers. 

3. Therefore, in order to maintain supplies in a fluid milk market 
in excess of the requirements of such market, the prices paid by con- 
sumers for milk used as fluid milk must in the final analysis bear the 
burden. And, it takes a higher consumer price and (class | price to 
handlers) to maintain a given blend in a high surplus market than it 
does in a low surplus market, other factors being similar. Prices 
established for milk used for manufacturing milk under the orders 
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also may operate to cause higher consumer prices. Thus, if prices 
for milk used for manufactured dairy products by the fluid milk 
handler are too high, in the sense he cannot manufacture the com- 
modities and sell them on the nationwide market for such commodities 
on a profit or at least a break even basis, he must make up any such 
losses through the prices he charges for fluid milk, or refuse to accept 
the milk. On the other hand, if manufacturing milk prices are set 
too low under an order, the fluid milk handler may have an advantage 
over the regular manufacturing milk processor, thereby undermiming 
the market for manufactured dairy products. 

4. From the foregoing, it follows that consumers pay for the main- 
tenance of surpluses in excess of market requirements through the 
payments they make for milk at retail. They are in effect, through 
the payment of high retail prices, or let us say retail prices higher than 
they should have to pay, subsidizing the production of large volumes 
of surplus milk over and above the requirements of the market. 

It also appears to us to be quite obvious that when the adminis- 
trative officials in the Department of Agriculture establish prices that 
call forth an excessive supply for the fluid milk market, section 18 of 
the act of 1937 is being violated. Section 18 refers to “sufficient 
ee supply far in excess of the needs of the market for 
fluid milk. 

We may conclude, therefore, that in order markets where the 
general tendency has been to maintain supplies in excess of market 
requirements as discussed and defined hereinbefore, the orders are 
not operating in the public interest. 


MAJOR RESTRICTIVE DEVICES IN FEDERAL MILK MARKETING ORDERS 


Briefly, the manufacturing milk groups feel that three rather closely 
related provisions of the orders tend strongly to restrict the entry of 
qualified milk into fluid order markets, these being: 

1. The practice of defining the scope of the orders so that some 
plants are excluded from the full price and pooling scheme. In this 
regard, pool plants that are subject to all of the provisions of the 
orders are those plants which have a history of shipment of a certain 

ercentage of their receipts to the market as fluid milk. Plants 
failing to ship the minimum percentage required by the pool-plant 
definition become nonpool plants, even though milk received at such 
pian and the plants also, are fully qualified by the appropriate 
ealth authorities in the particular market. 

2. The practice of levying what is called a compensatory payment 
upon milk from nonpool plants which is shipped to the market, which 
payment is then added to the total pool value of pooled milk, as 
determined by the class prices and the volumes used in the several 
classes, and divided among the producers which deliver their milk to 
pool plants as defined. 

3. The practice of down-classification of so-called other source milk. 
This practice involves classifying milk received from nonpool plant 
sources in the Jowest classes, the classification of such milk progressing 
upward to the higher classes only insofar as there is insufficient milk 
received from pool producers to meet the full requirements, or rather 
the sales of the handler in the higher classes. Thus, if receipts from 
pool producers are sufficient to fill all of a handlers class I sales, milk 
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from other sources will be classified at the lower classes, irrespective 
of the use to which it was put by the handler. 

The administrative officials justify the use of compensatory pay- 
ment provisions in a milk order by starting with the quite obvious 
fact that, in the application of the order regulations, the subject of 
the regulation must be clearly defined, so that all may know the 
scope of the regulation, the milk to which it is to apply, and the like. 
Thus, there arises the definition of pool plants. 

The officials then proceed to the proposition that in fixing prices in 
fluid milk markets, the class I differential must be set as nearly as 
possible at the minimum levels which will encourage the necessary 
amount of milk production. There can be little criticism of this 
principle—that class I prices must be set at the level which will 
assure the market an adequate supply of qualified milk. 

Having arrived at this conclusion, however, the officials then state 
that such class I price differentials should be only sufficient to assure 
an adequate supply from producers who are an essential and regular 
part of the market. 

Since the production of high-quality milk involves extra expense it is important 
that the amount of milk produced under class A standards be no more than the 
minimum necessary to provide the market with an adequate and dependable 
supply of quality milk. To encourage more than enough production of such milk 
would represent an economic waste since the expenditure involved in producing 
class A milk in an essential part of the milk supply would result in no extra value 
to consumers (Decision with respect to a proposed marketing agreement and 
proposed order, as amended. (St. Louis, Mo.)). 

Here is the beginning wedge for the limitation of the pricing mech- 
anism to certain categories of milk, and limiting the receipt of the 
higher class I values to certain categories of producers. It does not 
matter that there is other milk which is qualified by appropriate 
health authority for use as fluid milk in the market, nor that such 
milk was available for use of the market. What does matter in 
determining the milk and the producers that should be included in 
the pool is a matter of whether the producers are deemed to be an 
essential and regular part of the market. 

In brief, this entire argument stems from the use of devices such as 
pool-plant classification, compensatory-payment provisions, and 
down classification of ‘other source’ milk, which are in themselves 
made necessary by defining, in a restricted manner, the milk. that 
will be included in the pool. This becomes quite clear from a study 
of the following statement taken from the decision of the Secretary 
in issuing an amendment to the New York milk order which reestab- 
lished compensatory payments in that order following ruling of the 
Circuit Court of Appeals that the previous compensatory-payment 
provision in said order was invalid under the act of 1937. 

Having defined producers and pooled milk as heretofore and herein found to be 
necessary, in a way which does not include all milk which may enter the marketing 
area, it automatically and inevitably follows that an opportunity exists for the 
sale of unpriced and pooled milk in the marketing area since the minimum class 
prices and pooling established under the order pursuant to sections 8c (5) (A) and 
(B) of the Agricultural Marketing Agreement Act of 1937, as amended, are 
applicable only to milk received from producers as defined in the order. Such 
minimum class prices and pooling do not and cannot apply to milk received from 
farmers who are not pool-milk producers. If that milk which is available and 


eligible for sale in the marketing area from farmers who are not producers and 
which consequently is unpriced and unpooled under the order is not regulated in 
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some manner, however, the minimum class pricing and equalization provisions of 
the order would be rendered ineffective. In the absence of some suitable form of 
regulation of such unpriced milk there is always an artificial economic incentive 
for milk from nonproducer sources to enter the marketing area and displace 
milk from producers. Such nonproducer milk would be milk which would not have 
entered the marketing area in the absence of a class price plan but would be 
induced to come in for use in the relatively high valued fluid outlets solely because 
of the competitive advantage created for it by the classified pricing and pooling of 
producers’ milk. The exclusion of such milk from the marketing area is not 
authorized or desirable. The only alternative method or device which has been 
suggested or proposed for dealing with the situation is to impose a suitable charge 
on such unpriced milk in an amount sufficient to neutralize, compensate for, and 
eliminate the artificial economic advantage for nonpool milk which necessarily is 
created by the classified pricing and pooling of pool milk under the order. 


If it were not so serious in terms of the public interest, maintenance 
of competition, and maintenance of nonarbitrary price levels in fluid 
milk markets, the reasoning set forth above in such positive terms 
would be laughable. 

Why is there qualified but unpriced milk which must be subject to 
compensatory payments else the classified price and pooling plan will 
be rendered somewhat ineffective? Because the Department defines 
the scope of the regulation so that there is qualified, but unpriced milk 
available for use in the marketing area. 

Why is there qualified but unpooled milk available? Because the 
Department does not include all eligible milk under the pool, but seeks 
to exclude milk which it does not deem necessary for the market even 
though available for the market and eligible under the health regula- 
tions. 

What is the basic purpose of these gadgets? To limit the pool, and 
to prevent the entry of milk into the pool that the Department thinks 
does not belong in the pool, the basic idea, of course, being to curb an 
influx of milk which would take place if the prices established were too 
high. Once the pool is walled off from the entry of other milk, the 
“ine is set for arbitrary pricing without any practicable restraint. 

e same general statements apply with equal force to the practice 
of down classification of “other source” milk. 

The Department rather definitely admits the purpose of compensa- 
tory payments is to limit a pool, in its decision with regard to the New 
York order previously quoted. 

Prior to 1945 all milk received from farmers at all plants approved by marketing 
area health authorities as sources of fluid milk for the marketing area was included 
in the pool and was therefore class priced at its source under the order. Under 
that plan there was no problem of unpriced milk, because all milk which was 
lawfully distributed in the marketing area for fluid purposes as well as all other 
milk at the plant from which it originated automatically was in the pool and 
subject. to classified pricing at its source. Because of serious weakness which de- 
veloped under this loose plan of pooling, the order was amended in 1945 to limit 
the pool, insofar as possible, to milk which was primarily associated with the 
New York fluid market either as regular or reserve supplies and to exclude from 
the pool. milk which was primarily associated with some other fluid market or 
manufacturing outlet even though it had the health approval of one of the mar- 
keting area health authorities. This necessarily left out of the pool, and not 


subject to class pricing at source, quantities of nonpool milk which could enter 
the marketing area for fluid use because of its health approval. 


Here, attention is called to the language: 


* * * the order was amended in 1945 to limit the pool, insofar as possible, to milk 
which was primarily associated with the New York fluid market either as regular 
or reserve supplies and to exclude from the pool milk which was primarily associated 
with some ain fluid market or manufacturing outlet even though it had the 
health approval of one of the marketing area health authorities. [Italics added.]} 
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When the development of the practice of putting compensatory 
payment provisions in fluid milk orders is placed in its historical 
prospective, there are even stronger reasons to view them as a device 
designed to permit arbitrary pricing in order markets, and to grant 
local producers a high degree of local monopoly. The orders were 
started during the depth of the depression when prices were quite low 
and surpluses were heavy. At that time no effort was made to limit 
the amount of milk in the pool by definition of pool plants or other 
gadgets. All milk entering the market irrespective of whether it was 
qualified under health regulations was priced and pooled. While 
orders were generally applicable only to qualified milk, nevertheless, 
if unqualified milk was distributed in the market, it was also brought 
into the pool under the theory that it was not the Federal Govern- 
ment’s function to enforce the sanitation regulations of the local area. 

Similarly, today the Department, by changing its definitions and 
methods of classification so that the regulations applied -to all milk 
entering the market, would eliminate the need for such gadgets as 
compensatory payments and down classification of “other source’’ 
milk. Obviously, however, with milk free to enter the market without 
penalty, class I prices must be kept very well in line with economic 
conditions and competing supplies of milk. Without compensatory 
payments, down classification of ‘other source” milk, and certain 
restrictive features of base rating plans, it would be practically im- 
pee to develop very artificial price levels in fluid milk markets, 

ut with these devices it is almost impossible to restrain the develop- 
ment of arbitrary price levels. 


COMPENSATORY PAYMENTS AND DOWN CLASSIFICATION OF “OTHER 
SOURCE” MILK VIOLATE THE AGRICULTURAL MARKETING AGREE- 
MENT ACT OF 1937 


One of the avowed purposes of compensatory payments is to assure 
that the price paid for milk from nonpool sources used as class I milk, 
plus compensatory payments, is equal to the class I prices established 
for pool handlers under the order. 

This matter of the uniformity of prices charged handlers for milk 
entering the same use is very important. 

Section 8c (5) (A) of the Agricultural Marketing Agreement Act 
of 1937 provides as follows: 

(5) In the case of milk and its products, orders issued pursuant to this section 
shall contain one.or more of the following terms and conditions and (except as 
provided in section (7)) no others: 

(A) Classifying milk in accordance with the form in which or the purpose for 
which it is used, and fixing, or providing a method for fixing, minimum prices for 
each such use classification which all hand!ers shall pay, and the. time when pay- 
ment shall be made, for milk purchased from producers or associations of pro- 
ducers. Such prices shall be uniform as to all handlers, subject only to adjust- 
ments for (1) volume, market, and production differentials customarily .applied 
by the handlers subject to such orders, (2) the grade or quality of the milk pur- 
chased, and (3) the locations at which delivery of such milk or any. use classifica- 
tion thereof is made to such handlers. arn 


It is submitted that no general formula such as is used in determin- 
ing the rate of compensatory payments in the various markets can 
assure that handlers will pay the same class I price for milk whether 
it be from pool or nonpool sources. There are a multitude of different 
markets for milk, particularly around the major markets, and in many 
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cases quite significant price variations between the markets. The 
only way that one could be sure that handlers were charged the same 
price for milk from nonpool as from pool sources would be to ascertain 
the actual price paid for such milk and then compute the differentia! 
between such prices and the class I price for each handler. 

The same reasoning holds true with regard to the down classifica- 
tion of “other source’ milk. From. the foregoing it,seems. to.us. to. be 
quite obvious that compensatory payments do not assure and as a 
matter of fact cannot assure uniform pricing among handlers. They 
are, therefore, illegal insofar as section 8c (5) (A) is concerned. 

Compensatory payments and down classification of ‘other source”’ 
milk provisions in Federal milk orders directly violate section 8c (5) 
(G) of the Agricultural Marketing Agreement Act of 1937 which 
states: 

No marketing agreement or order applicable to milk and its products in any 
marketing area shall prohibit or in any manner limit in the case of products of 
milk the marketing in that area of any milk or product thereof produced in any 
production area of the United States. 

During the period when I was Chief of the Dairy Branch, 1939-42, 
and in the years preceding that period, it was the opinion of those in 
charge, of the administration. of fluid milk orders that any device 
such as compensatory payments or any gadget which placed a burden 
upon the entry of milk into a market would violate section 8¢ (5) (G). 
This is one reason no restrictive devices were placed on the orders 
during that period. Other reasons pertained to the fact that we 
believed the act of 1937 was designed to be not only in the interest 
of producers but also in the interest of the general public, and we 
did not. believe that devices that restricted the free flow of qualified 
milk between markets in this country were in the public interest, amd 
that such restrictive devices operate to the disadvantage of producers 
of milk and butterfat used for manufactured dairy products. 

The use of compensatory payments has not vet been adjudicated 
by the United States Supreme Court. In the only case brought 
against compensatory payments so far, Kass v. Brannan, concerning 
compensatory payments under the New York order, the United States 
District Court.for, the Eastern District of New York ruled in favor 
of the Department of Agriculture. Upon appeal to the United States 
Court of Appeals, Second Circuit, the decision was reversed. The 
major point in the court’s reversal of the lower court was to the effect 
that under the compensatory payment provision subject to the 
litigation, handlers were not charged the same price for milk entering 
the same use. 

Of significance to the committee is the following language of the court: 

* * * The total exactions required from the plaintiff were about $10,000. 
His brief describes them as “‘penalty’’ payments, as did the witnesses at the pro- 
mulgation hearings and the hearing examiner in his recommendations. Carefully 
avoiding the word “‘penalty,’’ the Reoretary’s brief describes them as ‘‘compensa- 
tory” payments, i. e., compensation for competition of nonpool milk with pool 
milk. e think ‘‘penalty’’ is the more accurate description. 

Mr. ANDRESEN. Mr. Reed, did this case involve milk which came 
from outside of the market order area? 

Mr. Reep. As I recall, it was milk that came from some plant in 
Ohio, I believe, in the condensed form, and was penalized, but which 
was used in New York. 
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Mr. ANDRESEN. The penalty was $10,000? 

Mr. Reep. Well, this was the total penalty that the plaintiff 
alleged ; yes. 

Mr. AnprRESEN. The defendant said that it was in the nature of a 
compensatory payment? 

Mr. Reep. That is correct. 

Mr. ANDRESEN. In other words, it was a penalty for shipping that 
milk into the market? 

Mr. Reep. That is right. You see, that penalty did not go to 
the producers in Ohio. It would go to the producers in New York, 
and that is true of any market. It does not go to the producer whose 
plant ships that milk in, but it goes to the local producers in the pool. 

Mr. ANDRESEN. The compensatory payment is collected, then, 
from outside of the area involved, and paid into the pool, and dis- 
tributed among the producers within the pool area? 

Mr. Reep. That is correct. 

Mr. ANpREsSEN. That is all. 

Mr. Reep. The committee will take note of the fact that at the 
hearing in which these compensatory payments were promulgated 
under the New York order, proponents of the provision called them 

“penalty” payments. Needless to say, since the decision of the cir- 
cuit court and the development of a broad-gaged attack upon this 
particular provision of orders, proponents, and the Department of 


Agriculture, have exercised extraor inary care in dinctuiatna the pay- 
ments. But there can be no gainsaying the fact that when they 
(“compensatory payments’) were promulgated, proponents looked 
upon them as a penalty levied upon milk from nonpool plants, but 


the word “penalty” having fallen into disrepute, the provision i is now 
called by other names and justified on other than “penalty” grounds. 
Merely changing the name of the provision does not change its char- 
acter, as I think the committee will agree. It was started as a pen- 
alty, it is a penalty, and in our view no devious language or method 
of nomenclature can change that fact. Further, producers who 
actually produced the milk subject to compensato ‘payments do not 
get the money represented by such payments. This money is dis- 
tributed amont the sheltered producers delivering to pool plants. 

Mr. Jounnson. I have a point right there, Mr. Chairman. 

Mr. AperNeruy. You may proceed. 

Mr. Jonnson. We had witnesses before our committee, if I remem- 
ber correctly, who said the only time they paid this payment was when 
they came in for a short period of time. If they came in for a yearly 
period of time, they did not have to pay it. 

Was that statement correct, or was it wrong? 

Mr. Reep. I suppose that statement could be correct, because 
after paying the penalty for a long enough period of time, they become 
a pool plant. 

Mr. Jounson. They told us that anyone who shipped milk from 
Minnesota south to Chicago could keep it up, and they would not 
have to pay compensatory payments. 

Mr. Reep. That may be true. 

_ Jounson. I do not know who the witness was there who told 
us that. 

Mr. ANpDRESEN. That is the way it has been explained to me. 
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Mr. Reep. If you can get a plant to ship in, and suffer the penalty, 
now, long enough, in time it becomes a pool plant, if it ships a large 
enough volume. 

Mr. Jounson. If the plant says “we are going to ship for a year, 
and try to keep in this market,” they still have to pay the penalty 
for so many months before they knock it off? 

Mr. Reep. It does not matter what they say they are going to do. 
It is determined on the basis of the facts. If they do, during the 
period when this percentage is developed for determining pool plants, 
and if they got up to that point, they would become a pool plant and 
then they would no longer be subject to the compensatory payment, 
but there might be a consideragle length of time during which they 
would be subject to the penalty. 

Our general points of opposition to such devices applicable to the 
generality of fluid milk orders, can now be summarized, as follows: 

1. Compensatory payment provisions, and like provisions, violate 
section 8c (5) (A) of the act of 1937, by virtue of the fact that no gen- 
eral formula, such as is embodied in the current compensatory pay- 
ment provisions, can assure that handlers will be charged the same 
price for milk entering fluid uses from nonpool plants vis-a-vis pool 

lants. 
: 2. We have the decision of the majority of the United States Court 
of Appeals, Second Circuit, that such payments are violative of the 
act of 1937. 

3. We have shown that such payments, and down classification of 
“other source’’ milk, operates so that the entry of qualified milk into 
federally regulated markets is inhibited. In this respect, compensa- 
tory payment provisions, and similar provisions, violate section 8¢ 
(5) (Gd) of the act of 1937, and most certainly violate the intent of the 
Congress when the act was passed. 

4. We have shown that compensatory payments have been one of 
the latest developments under fluid milk orders, and that prior to the 
development of such arbitrary, restrictive provisions, orders operated 
for many years in a very satisfactory manner without such provisions. 

5. Compensatory payments and down classification make it pos- 
sible to develop arbitrarily high prices for fluid milk in order markets, 
thereby reducing consumption, and increasing production and the 
surplus over fluid milk needs which finds its way into manufactured 
dairy products. 

I have endeavored to secure additional information as to the magni- 
tude of other source milk, as reported under the orders. In a list of 
8 orders taken practically at random, other source milk as reported 
by the market administrator ranged from a very small percentage of 
receipts from producers as defined under the order to as high as 20 
percent. I have no way of determining precisely how much “other 
source” milk there is in Federal markets that actually represents 
qualified milk available to the market. Such figures apparently have 
not been compiled in any systematic fashion. It is evident, however, 
that in many markets other source milk is a significant portion of the 
total supplies available to the market. 

Mr. ANDRESEN. Just what do you mean by that? 

Mr. Resp. By the manner of excluding this other source milk from 
your comparison, you compare your sales with a smaller figure, and 
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fluid milk sales, therefore, appear to be a higher percentage of the 
supply than they actually are. 

Mr. Jonnson. You mean like, for instance, down in southern 
Wisconsin, where some of that milk goes to one of these city milk 
markets, Madison, Milwaukee, and Chicago; and where you Live a 
farmer who sells to a condensery-and does not send his supply to 
these markets, you would include him? 

Mr. Reep. No, sir; this would be milk—what I would like to know, 
and what is practically impossible to determine is how much milk 
there is‘ available in this‘supply area which is qualified for distribution 
in the city, but which is not included in the supply figures. 

Mr. ANDRESEN. You can take, for instance, the farmer in the New 
York milkshed. There, they count on their blended price which 
takes in class I milk, and class II] milk. So, they receive a blended 
price. 

Mr. Reep. Yes. 

Mr. ANDRESEN. Which is the price the farmer looks to rather than 
what he receives for his class I-A milk, because he is not paid exclu- 
sively for his class I-A milk. He is paid the blended price. 

Mr. Reep. That is true. 

Mr. AnpReEsEN. That is what I was driving at a while ago. 

Because of the higher blended price which he receives over and 
above the prices received in the adjoming areas, he has a special 
inducement to go ahead and increase his production. 

Mr. Reep. Well, certainly, the fluid milk producer, if he is going to 
produce the quality of milk demanded by these local regulations, 
must have some inducement enough to pay him for doing it, but 
when you get your price of class T milk so high that you get that blend 
above the necessary mcentive, you do get an increase in production. 

Mr. ANDRESEN. Let us take a specific case: The minimum price in 
the New York milkshbed is $4.75 for class I-A milk; is that correct? 

Mr. Reed. I believe that is correct. I have not followed it 
recently, though, Congressman Andresen. 

Mr. ANDRESEN. Those are the figures in which we are interested. 

What is the blended price? 

Mr. Regn. I do not know; I do not have that figure but I can get it 
for you very easily. 

Mr. ANDRESEN. It was my understanding that the price was $3.45. 

Mr. Reep. I can get it very easily for you. I might say that in 
making this statement, I have tried to discuss these things from the 
point of view of the application of general principles, rather than to 
try to pinpoint these details of each particular market which, as far 
as I am concerned, would be a somewhat impossible task. 

Mr. Andresen. From what you have said in a part of your state- 
ment, at least, it has given us some background information, but the 
committee wants, and I know I would like to have pinpointed, some 
illustration to see what the differential is between the market-order 
areas'and the non-market-order areas, in order to show whether. or 
not there has been an increase in production because of the higher 
price. 

Mr. Reep. I do not have that information readily available, but 
let me look through some material to see if I can get that for you. 

Mr. Andresen, I will tell you about it afterward, so that I will 
not take up too much of your time now. 
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Mr. Jounson. Did you answer the question which I asked you a 
moment ago? 

Mr. Reep. I do not believe I did. 

Mr. Jounson. I will rephrase the question for you: 

I misunderstood what you meant by “‘all’’ milk in the pool area. 

In southern Wisconsin practically all of the milk goes either to the 
Milwaukee milkshed, or the Chicago milkshed, or the Madison 
milkshed, but there probably are farmers in that area who send their 
milk to cheese factories, condensaries, butter factories, and so forth. 

When you say they are in a pool area, those farmers are ‘either in 
the Milwaukee pool or Chicago pool or the Madison pool, but when 
you are figuring the milk from the pool areas, do you figure in those 
farmers? 

Mr. Reep. No, sir; I was figuring only the milk pooled under the 
order. 

Mr. Jounson. Then, how is it that they do not get the figures in 
the pool area now, when the Department gives out the figures? 

Mr. Resp. Here is the reason: You have a classification called 
“other source milk,” which comes from plants in other sources which 
are not pooled in the market, but the milk is available. 

Mr. Jonnson. For instance, if a plant up at Black River Falls, 
or anywhere in Wisconsin, or Minnesota, were shipping milk down to 
this Chicago market, are they considered in the pool? 

Mr. Rexep. Well, if they qualify under the pool-plant definition. 
You see, the milk I am talking about is that milk which is qualified 
for entry into the pool for distribution in the market, but which is 
not included in figuring your pool. It is “other source milk,” and it 
is kept outside the pool. You only pool milk from the pool plant 
under the order. 

Mr. Jounson. For what is that milk being used now? 

Mr. Reep. It can be used for anything within the market area. 

Mr. Po.k (acting chairman). The counsel, Mr. Heimburger, has a 
question. 

Mr. Heimpurcer. I want to see if I am straight on this thing, 
Mr. Reed: 

I understand your contention is that the figures which have been 
presented to the committee as to the proportion of milk delivered in a 
market area, covered by Federal order, may not be correct, because 
they have not included some of the milk which has come in from 
occasional, we will say, outside sources, which has actually been used 
within the market-order area for fluid purposes, but which has not 
come from regular suppliers of the market-order area. 

Is that correct? 

Mr. Reep. Used for all purposes; maybe fluid milk, and maybe 
fluid cream. 

Mr. HermsBurcer. I did not limit it to fluid milk, but fluid cream 
would come under the same classification. 

Mr. Reep. No; it depends on the market. Some places handle 
fluid milk and fluid cream together, but at other places it is handled 
separately. 

Mr. HermmBurcer. These figures have quoted only the milk supplied 
by the regular suppliers of the market, and not this outside milk which 
has come in occasionally? 

Mr. Reep. Now; that is right. 
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If you read the quotation from the Department which I read, it 
stated that to define pool plants, the way they did, would leave out 
unpriced and unpooled milk which was available, and which met local 
health regulations. 

Vhat I am saying is that I think that in giving you the true supply 
picture the Department should include all of the milk which is quali- 
_ for entry into that market, and it should be included in the supply 

gures. 

Mr. Hermpureer. Have you analyzed this to show how they made 
up the table which you have in your statement? 

Mr. Reep. No; I have not, Mr. Heimburger. Those figures are 
very difficult to get. 

Mr. Hermsurcer. I will not ask you to do that, but it might be 
interesting to see. 

Mr. Reep. I read through eight of the orders, taken just more or 
less at random, from reports I happened to have on my desk, and the 
percentage of other source milk compared to receipts from producers, 
varied from practically nothing in some of the markets, to as high as 
20 percent in others. 

The point is this: If my contention is correct, that we should include 
all of the supply rather than only a part of it, then the surplus per- 
centage would be larger than it is, if a part of the available supply is 
excluded by definition. 

You see, that would lead one to think, if you use those figures in 
establishing prices, that the market supply was actually tighter than 
it is, there, and that the prices should be maintained or would be kept 
higher than they would be if the total supply were brought in. 

I am quite convinced in my own mind that that tends to understate 
the surplus. Also, if you operate so that you exclude milk which is a 
part = the supply, the supply-demand formula does not work as it 
should. 

Mr. Poix. Mr. Watts has a question. 

Mr. Warts. As I understand your statement, you think that in 
computing the available supply of milk for a Federal market area, 
they should compute all milk which qualifies and which could come 
into that area in that vicinity? 

Mr. Reep. All plants having the qualifications to ship milk into 
that area; yes, sir. 

Mr. Warts. Would you not find the situation where you had your 
outside milk counted more than once? 

Mr. Reerp. No. 

Mr. Warts. Do you mean there are not places in this country 
where milk could be shipped from point A to a Federal market area 
No. I, or shipped from point A to Federal market area No. II? 

Mr. Rerep. What I am saying here is that that milk is not counted 
at all now. 

Mr. Warts. I realize that, but how else could it be counted, when 
it could be shipped to 2 or 3 different areas? 

Mr. Andresen tells me it is perfectly feasible to ship milk from Minne- 
sota for use in New York, Boston or Cleveland, and certainly, how 
are you going to count that milk and how are you going to determine 
where it should go? 

Mr. Reep. I think those situations have arisen with respect to 
plants that operate under two different Federal orders. 








STUDY OF THE DAIRY INDUSTRY 379 


I-believe the customary practice is to assign the plant to one of the 
orders and account for the milk on that basis. 

Mr. Warts. Well, if you are going to take into consideration the 
order, then, in accounting for only the milk which went into that area, 
you still would not have your total figures. 

I understood you to say you wanted to take into consideration all 
milk which ean, qualify, and which was available to go into that area. 

Mr. Reep. That is right. 

Mr. Warts. The point I am making is that there might be a dozen 
different market order areas into which this one producer would be 
qualified to ship milk. 

Mr. Reep. That could very well be true. 

Mr. Warts. How will you arrive at what the supply of that market 
would be under a situation of that kind? 

Mr. Reep. The way to do it. would be to include that plant under 
one of the orders where it ships the majority of its milk. 

Mr. Warts. It can be done that way under the present setup; can 
it not? 

Mr. Resp. Yes, sir. 

Mr. Warts. If I am a producer in Kentucky, and decide to ship 
my milk to New York, and if I can get it in there under the sanitary 
regulations, I understand that if I meet the sanitary conditions that 
the Federal milk order does not prohibit my becoming a supplier of 
the New York milk market; is that correct? 

Mr. Reep. Well, what the Federal order would require you to do, 
unless you shipped enough of your milk to qualify as a pool plant, 
would be to make a compensatory payment. 

Mr. Warts. I am assuming that | make a contract to ship all of my 


milk prepnanty every day. I can get into that area; can I not? 


Mr. Rexp. You can; yes, if you ship the milk in a sufficient quantity. 

Mr. Warts. But, in counting me as a supplier for a Federal area 
market, you would normally count me to be in the Cincinnati area; 
would you not? 

Mr. Rex, No; I would count you where you shipped your milk. 
If yee ship it all to New York, you would certainly be in the market 
pool, 

Mr. Warts. Is it your statement that a fellow who is regularly 
shipping milk from outside the State of New York into New York, that 
his milk is not counted in determining the amount of milk which goes 
into the supply figures? 

Mr. Reep. There is available milk in these markets which is not 
included in the supply figure, because it does not come from a pool 
source. 

Mr. Warts. However, milk outside of the area can go into the pool 
source, and that milk is counted. 

Mr. Reep. Not unless you qualify and become a pool plant. You 
have got to become a pool plant. 

Mr. Warts. That goes back to the position which I was trying to 
make clear a minute ago. If a producer can ship milk m a dozen 
different directions, and if you are going to make each market area or 
order area, count all the milk which could be made available to you, 
you would have some milk counted a half dozen times. 

Mr. Reep. No; you would not necessarily have that situation. You 
should count it, however, at some market. That surplus should be 
assigned to some market. 

62203—55—pt. 23 
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Mr. Warts. Do I understand from your statement, generally, that 
you think the price to the producer is too high? 

Mr. Reep. I think the class I prices are too high, because these 
class I prices are having to be spread over far too much milk. 

Mr. Warts. What differential do you think there should be between 
class I and class B or class I, then? 

Mr. Reep. I would not want to make a general statement that 
would cover the whole country, because I do not believe it can be done. 
It depends upon the particular market. 

Mr. Watts. What markets are you more or less familiar with? 

Mr. Resp. Well, I could not say that I am particularly familiar 
with any particular market. I do know ‘that a number of the 
markets show that there has been a tremendous increase in the differ- 
ential between manufacturing milk prices and fluid milk prices, and 
that these markets are also showing a continuing surplus. 

Now, that is as far, I think, as I Rave to go to show that under the 
system more milk is being maintained in the markets than is necessary, 
and if that is true, and whenever a market has the percentage which 
is set forth in some of these tables, it has got too much milk. 

If that is true; you are having to keep your class I prices so high in 
order to keep the blend up over this sea of milk; whereas, if you did 
not have so much of that milk, the class I price would be lower, but 
the blended price would be, perhaps, the same as it is now. 

Mr. Warts. In other words, do you think, then, that by reducing 
the price of class I milk that you would change the surplus situation? 

Mr. Reep. I think you definitely would. 

Mr. Warts. Or, would you change just the surplus from class A 
milk, to a larger surplus, in class B milk? 

Mr. Reep. In the short run, what would ae would be that all 
milk in the market would take a lower price, but some of that milk 
would leave the market, in which event the class I milk would be 
spread over a lesser volume of milk, and the base price would come 
up again. 

Mr. Warts. I am not too familiar with how Federal milk orders 
operate. I do operate a couple of dairies which are producing in an 
area which does not have a Federal milk order. They give us a quota 
of class A milk, and they will take the other milk off our hands, but 
they take it off our hends at a cheese factory price. 

In the Federal milk order area, do they require all milk to be shipped 
at the same price? 

Mr. Reep. I do not know whether I understand your question, but 
I will try to answer it according to my understanding: 

A Federal order establishes the system of class prices for milk going 
into fluid use, which would be your base quota. 

There is a particular price set at, say, $5 for milk that may go into, 
let us say, cream in some markets—fluid cream—and there 1s a lower 
price, perhaps, $3.25 or something like that, set for the milk which 
the handler does not use in those uses, and which goes into what we 
call manufacturing milk for such products as cheese, butter, and 
evaporated milk, and so on, and that is priced on the basis of the 
nationwide market prices for those finished commodities. The han- 
dlers’ total cost for all of his milk depends on the weighting of those 
prices with his volume of use in each class. 
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Mr. Warts. In settling with his producer, does he divide the milk 
that he receives from the producer into 1, 2 or 3 categories? 

Mr. Reep. No, sir. 

Mr. Warts. On what basis does he pay the producer? 

Mr. Rexp. Well; there are two bases, or readily three. In what we 
call a marketwide pool, without base rating, what you do is to take the 
value of all the milk that the handler sold in all of the use classes, and 
add it together. 

I am simplifying this a little. Then, you get the total handler 
value, or cost of that milk, for the entire market. You add all of the 
handler cost together, and add all of his receipts together from pro- 
ducers, and divide the one by the other, and you have a weighted 
average price. 

The producer gets the weighted average price, and it is based on the 
average utilization of all handlers in the market. 

Mr. Warts. If I follow you, the handler pays the producer on a 
blended price? 

Mr. Reep. That is correct. 

Mr. Warts. Well, how would the reduction in the price that he paid 
on the class A end of it affect the amount of milk available, except 
insofar as it reduces the producers’ income and forces him to curtail 
production? 

Mr. Reep. As I stated, in the short-run period you would reduce 
your blended price, and some of the producers would withdraw from 
that market. 

Mr. Warts. There would be quite a large shift. 

Mr. Reep. Certainly, they would withdraw from that market. 
They might become a manufacturing producer, as such, while still 
maintaining a part of the fluid market, but once the surplus was re- 
duced to reasonable proportions in the market, your blended price on 
the milk left would increase. 

I mean, it would not remain at a permanently reduced level. 

Mr. Warts. Now, in regard to milk which comes in from outside 
sources, I believe it is your position that there should not be any 
penalty payment on it? 

Mr. Reep. That is right. 

Mr. Warts. But, it should be paid for at the same price, I would 
assume? 

Mr. Reep. Exactly. 

Mr. Warts. It should be paid for at the same price that the handler 
is paying the regular producer in that area; is that right? 

r. Reep. That is fight. 

Mr. Warts. That is all. 

Mr. Poix. The Chair suggests that probably in view of the time 
element, the committee hont permit Mr. Reed to finish his statement, 
and then I hope we will have time for additional questions. 

All right, Mr. Reed, you may proceed. 


SURPLUS PRODUCTION IN FLUID MILK MARKETS 


Mr. Reep. One of the major criticisms of the structure of fluid milk 
prices, both in Federal order and nonorder markets, is that prices are 
maintained at such arbitrary high levels that consumption is reduced 
from levels it should attain, production is increased far beyond the 
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needs of the market for fluid milk, and surpluses over fluid milk needs 
so caused must be used in manufactured dairy products, thereby in- 
creasing the volumes of manufactured dairy products seeking a market. 

For the last songie of years, a committee appointed by the Secretary 
called the Federal Order Study Committee, spent considerable time 
investigating these and related questions concerning the operation of 
Federal orders. A report was furnished to the Secretary by the com- 
mittee last August. The committee reached the following conclusions: 

1. The primary purpose of Federal milk marketing orders is to maintain an 
adequate supply of milk and to achieve orderly marketing. This is being accom- 
plished in fluid milk markets with Federal orders. 

2. During the postwar years the margin of class I prices over manufacturing 
prices has been wider on a dollars and cents basis than in former years. This has 
been true in all types of fluid milk markets including federally regulated, State 
regulated, and nonregulated markets. 

3. This situation resulted primarily from wartime shortages and. the need to 
obtain additional supplies for many fluid markets. The committee has developed 
no adequate explanation for the continuance of the wide margins between ‘prites 
of fluid milk relative to manufacturing milk prices in recent years. 

4. In recent years these shortages have been generally eliminated, and have 
been replaced in many instances by over supply in relation to fluid needs. 

5. Formula pricing and particularly supply-demand price adjustments have 
served to reduce class I prices as supplies became more ample, but have not, in 
most markets, narrowed the spread between fluid milk prices and manufacturing 
milk | me 

6. gs occur in adjustments of production and consumption to price changes. 

7. There is little evidence that Federal orders have increased production more 
than has occurred in other markets or other areas of the country. Due to shifting 
plants and producers, the receipts of milk at plants subject to a Federal order do 
not necessarily reflect changes in area production. In the Northeast, which is the 
only area for which fairly comprehensive figures are available, total milk produc- 
tion in relation to class I utilization hasnot been as high as it was in the early 
forties. 


There are two major bench marks which are commonly used in 
determining whether a given level of class I prices is proper, these 
being: 

1. Whether the market, under the level of prices established, is 
securing a sufficient volume of milk for fluid use. As was pointed out 
hereinbefore, a market is being sufficiently supplied when it has avail- 
able during the season of short production a volume of supply of about 
15 in excess of average daily fluid milk sales. 

2. Whether the prices are in normal relation to the prices of milk 
used in other commodities than fluid milk, that is, the relationship 
between prices of milk for fluid use and prices of milk for use in manu- 
factured dairy products. ’ 


A. The current position regarding ‘‘sufficient’’ supply 

With regard to “sufficient” supply,* the Federal Order Committee 
states that orders have achieved an adequate supply for fluid milk 
markets. It also states that in recent years, wartime shortages have 
been generally eliminated and have been replaced in many instances 
by oversupply in relation to fluid needs. From this, we must conclude 
that most of the markets are now in a position of oversupply relative 
to market needs, which is merely another way of stating that the order 
price structures are now conducive to the production of more than a 
sufficient supply to meet market requirements. This means that class 


4 In this statement the term “‘sufficient’’ supply is used interchangeably with the term ‘‘adequate”’ supply. 
The word “‘sufficient” is used in sec. 18 of the act of 1937. 
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I differentials are being spread over more milk than is required, that as 
a general rule under such circumstances class I prices are higher than 
they would be if there were a better balance between supply and de- 
mand, and that as a result, consumers are paying higher prices than 
are necessary to meet their fluid milk requirements. 

In his testimony before this committee on April 19, 1955, Mr. H. L. 
Forest, Director of the Dairy Branch, Agricultural Marketing Service, 
stated that during the short season of production, October-December, 
fluid sales in all Foderel order markets amounted to 74.9 percent of 
producer deliveries in 1954 and 72.5 percent of such receipts in 1953. 
During the April—June period, fluid sales were 52.4 percent of producer 
deliveries in 1954 and 53.4 percent in 1953. Naturally, the markets 
show wide variations as to the percentage fluid sales bear to producer 
deliveries. 

In the report of the Federal Order Committee referred to above, 
figures are shown for selected markets from 1940 through 1953. These 
figures are given in table 1. They show a marked increase in fluid use 
relative to producer receipts during the war years, and an equally 
striking dedline in fluid use relative to producer deliveries since the 
war period. 

“The rapid increase in the percentage of the supplies utilized for 
fluid requirements in the early forties was followed by equally rapid 
declines in the late forties and fifties. J¢ is clear that during the period 
1947-53 the supply of milk in these markets increased more rapidly than 
market requirements.’ [Italics added.] 

From the foregoing facts and considerations, it must be concluded 
that, at least in recent years, the price structure in Federal order 
markets has been such that production has been encouraged far in 
excess of the volume necessary to supply the markets an ‘‘adequate”’ 
supply of milk. This has resulted in increasing surpluses over the 
fluid milk needs of the markets, and has contributed materially to 
the surplus milk that has been used in the manufacture of dairy 
products. In this connection, Mr. Forest in his testimony pointed 
out that in 1953, 16 percent of the milk delivered under Federal orders 
was made into butter and Cheddar-type cheese. Production of 
butter and cheese from milk in excess of fluid milk needs in these 
markets amounted to about 10 percent of the total United States 
production of these commodities in 1953, according to Mr. Forest 
(testimony of Mr. Forest before the Dairy Subcommittee, April 19, 
1955, p. 7.). 


B. Validity of figures used in determining ‘adequate’’ supply 

Heretofore in this statement I have used only figures quoted by 
Mr. Forest in his testimony before this subcommittee, or by the 
Federal Order Study Committee in its report to the Secretary. It is 
now appropriate to raise the question as to whether the figures used 
in either Mr. Forest’s testimony, or the report of the Federal Order 
Study Committee, tell the true facts as to the volume of surplus milk 
in fluid milk markets operating under orders. 

The committee will recognize that the percentages of fluid milk 
utilization represent the percentage class I or fluid milk sales in the 
marketing areas are of producer deliveries, and by producer deliveries 


5 Report of the Federal Milk Order Study Committee on its review of the Federal milk marketing order 
program, p. 26, October 1954. 
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is meant the amount of milk delivered by producers to pool plants as 
defined by the orders. 

We have pointed out hereinbefore that, under the system of “pool 
plant classification,” down classification of ‘other source’’ milk, and 
compensatory payments, there may be a significant volume of milk 
qualified for distribution in Federal order markets that is excluded 
from the pool by the foregoing named devices. The question here is, 
are class [ sales in the market being compared with the total available 
supply, or some other figure which is itself a result of the definition 
of pool plants under the respective orders? 

All of the Government figures relate to total fluid uses, as compared 
to receipts from producers under the order. As a matter of fact, the 
volume of qualified milk in most markets is quite significantly in 
excess of deliveries of producers to pool plants as defined in the orders. 

During the course of the deliberations of the Federal Order Study 
Committee, I endeavored to ascertain from the Dairy Branch the 
volume of qualified milk which was available in Federal order markets, 
but which was classified as “‘other source” milk and therefore not used 
in relating the supply from producers as defined in the orders to total 
class I sales in the market. In answer to my query, the Dairy Branch 
stated as follows: 

In accordance with your request we have determined the relative quantities 
of producer milk and “other source’”’ milk handled in federally regulated markets 
in June and November 1952. ‘The computation is based on figures for all markets 
except New York, for which comparable data are not available. For markets 
in which orders were not in effect in November 1952 we substituted data for 
December 1952 and for orders not in effect in June 1952 we substituted data for 
June 1953. These substitutions apply to the markets of Fort Smith, San Antonio, 
central west Texas, Sioux Falls, and Stark County. The total of milk received 
from producers and producer handlers in all federally regulated markets, except 
New York, amounted to 1,576 million pounds in June 1952 and 1,211 million 
pounds in November 1952. ‘Other source” milk includes all milk which was 
received in the form of milk, cream, or skim milk at a regulated plant plus any 
other dairy product received at such plant which was used for reconstituting 
milk, cream, or skim milk subsequently disposed of in a fluid use. The total of 
other source milk handled at federally regulated plants, excluding New York, 
was 102 million pounds in June 1952 and 105 million pounds in November 1952.° 

Thus, these figures show that in June 1952 “‘other source’’ milk was 
6.5 percent of total pooled milk and in November 1952 was 8.7 percent. 
To my knowledge, all figures submitted to this subcommittee hereto- 
fore have not taken account of ‘‘other source’’ milk, which means that 
the percentages of excess over fluid sales that have been given you 
have been understated. 

As stated before, these figures were selected more or less at random, 
on the basis of reports sent to my office. I do not believe, however, 
that a complete analysis of the figures for all Federal order markets 
would show any different results; namely, from the point of view of 
principle, that the figures usually furnished the public and this 
committee tend to understate the actual proportions of surplus milk 
on the markets. It is to be noted that the figures available to the 
Federal Order Study Committee were subject to the same limitations. 
By the device of relating figures regarding fluid use to producer 
receipts, when demonstrably there are large volumes in addition to 
producer receipts which are not only qualified for the market but 


6 Letter to the undersigned from Howard Fedderson, Dairy Branch, and quoted by me in memorandum 
to Dr. E. W. Gaumnitz, chairman, Federal Order Study Committee, dated October 6, 1954. 
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are included in the total utilization figures for the markets, the 
administrative officials are in fact understating the volume of surplus 
milk in fluid milk markets. This practice on the part of the Depart- 
ment has two results, both inimical to the public interest, as follows: 

1. By understating the supply position, markets are indicated to 
be in a tighter supply position than is the actual fact, and this leads 
either to the maintenance of higher prices than would otherwise be 
justified, or the failure to adjust prices in line with changes with the 
total available supply. In either event, consumers pay higher prices 
than would be indicated if the full supply for the market were con- 
sidered, rather than the supply by definition such as is involved in 
pool plant definitions, down classification of excluded milk, and 
compensatory payments on qualified milk which is excluded from the 
pool by definition of pool plants. 

2. Supply-demand formulas, which the Department holds so much 
to hold prices of class I milk at reasonable levels, become meaningless 
when, by definition of poo) plants and the other gadgets we have 
described hereinbefore, the figure used in computing supply is much 
less than the actual supply of qualified milk available for the market. 

I would like to close this portion of my statement with a quotation 
from a paper by Dr. Leland Spencer, professor of marketing, Cornell 
University, which was published in the Metropolitan Milk Producers 
News, April 1955. Dr. Spencer, who has spent most of his professional 
career in the study of milk-marketing problems, in an article published 
in the News as noted above entitled ‘Quota Plans to Retrutate Milk 
Supplies,” made these comments which might be of interest to this 
committee. 

Where markets are free, milk supplies and consumption are kept in approximate 
balance through the influence of price. But in price-regulated markets, milk 
production often is stimulated beyond market needs. That is the situation today 
in many markets that are reguiated by Federal or State milk control orders. 
Milk supplies are especially burdensome in some markets where the orders call 
for paying all producers a blended or uniform price which includes returns for 
surplus milk as well as returns for milk sold in fluid form. 

It is no doubt true that milk supplies and fluid sales could be kept in fair to 
good adjustment even in regulated markets with market-wide pools in the milk 
control agencies fixed prices consistently with that object in view. In practice, 
other considerations, such as the demands of organized groups of producers and 
the reluctance of public officials to oppose their will, have an important bearing 
upon the price-making decisions. Thus it is often the case that the prices of fluid 
milk and cream are fixed at higher levels than would be necessary to obtain an 
adequate supply. 

In 1954 the supplies of approved milk exceeded the sales of fluid milk and 
cream by 81 percent in the New York milkshed, 78 percent in the Rochester 
milkshed, and 74 percent in the Niagara Frontier (Buffalo) milkshed. About 50 
percent excess over fluid sales in New York and 39 percent in Rochester would be 
sufficient to allow for seasonal changes and other fluctuations in production and 
consumption and to insure an adequate supply at all times. 


PRICE DIFFERENTIALS—FLUID MILK AND MANUFACTURING MILK 


It is well recognized that due to the incidence of sanitation regula- 
tions the cost of producing milk for use in fluid milk markets should 
be somewhat above the cost of producing manufacturing milk. One 
of the benchmarks in appraising fluid milk prices is to compare changes 
that have taken place in such prices with manufacturing milk prices. 

The Federal Order Study Committee reported that the differential 
between fluid milk and manufacturing milk prices has widened 
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markedly in recent years and that the committee had developed_no 
adequate explanation for the continuation of these wide margins. For 
details see table 2. 

On the basis of the usual supply-demand economics, it would be 
expected that, as supplies of fluid milk relative to sales increased, 
the differential between class I milk and manufacturing milk would 
be low. Conversely, when the markets are short of milk and class I 
utilization is high relative to production in the supply area, it would 
be expected that the differential: would increase. 

One of the most interesting features of the report of the Federal 
Order Study Committee is an analysis of the relationships between the 
differential of class I prices over manufacturing milk prices and the 
percentage of producers receipts utilized as class I. The analysis 
covered the period 1947-53, inasmuch as the war period is eliminated 
because of price controls. Seven markets were selected for the de- 
velopment of these relationships, these being Boston, Chicago, New 
York, Cincinnati, New Orleans, Cleveland, and Minneapolis-St. Paul. 


The relationship for the seven selected Federal order markets is portrayed in 
graphic form in figure 2. The horizontal scale is the percentage of receipts in 
each market utilized for market requirements. The vertical scale is the premium 
of the class I price over the condensery price. The dot on the chart for each year 
shows the utilization percentage for the year and the premium of the class I over 
the condensery price for the same year. The straight line indicates the average 
relationship for the 7-year period. 

First, it is abundantly clear that there was very little relationship between 
these factors in any of the markets, with the possible exception of New Orleans, 
The variations in the class I premium over the condensery price seemed to vary 
almost independently of the percentage of supplies utilized for fluid requirements 
in the respective markets. iesoatie, what little relationship there was seemed 
to indicate that, on the average, there was a slight tendency for the class I con- 
densery price premium to be greatest when the utilization was below average. 

For example, for New York the 4 years with the largest proportion of receipts 
utilized to supply market requirements were 1948, 1947, 1949, and 1951. During 
these 4 years the percentage averaged 66.9 as compared to 59.1 percent for the 
3 years with the lowest percentage utilization. In the years with the high 
utilization the New York class I—A price averaged $1.88 higher than the condensery 
price, compared with $1.92 in those years when the percentage was lowest. The 
margin of the 1-A over the condensery price was slightly higher in those years 
when the utilization was lowest. 

The average percentage of receipts utilized for market requirement for the 4 
years with the highest utilization and the 3 years with the lowest utilization, to- 
gether with the premium of the class I price over the condensery price for the 
selected Federal order markets, are summarized as follows: 


Premium of class I over 
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In each case the premium of the class I price over the condensery price averaged 
somewhat higher in those years when the utilization was lowest. 
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To summarize: 

(1) The available evidence clearly indicates that class I prices, in 
spite of heavy surpluses in most of the markets, are being maintained 
at high levels as compared to manufacturing milk prices. 

(2) The analysis of the relationship of the differential of class I 
prices over manufacturing milk prices clearly shows that these differ- 
entials have not behaved in the manner one would expect. Thus the 
differential tends to be high when the volume of milk is in heavy supply 
and it tends to be low when the volume of milk is closely related to 
market requirements for fluid milk. This pattern of differential 
strongly suggests that very arbitrary pricing policies are being fol- 
lowed and that class I prices sometimes are increased when as a matter 
of sound economics they should be reduced. The reason for the tend- 
ency for high differentials to be associated with high surpluses un- 
doubtedly is that efforts have been made to maintain the blended 
price in the face of increasing surpluses by increasing class I prices 
relative to manufacturing milk prices. 

Stating it differently, that statement merely means when the sur- 
pluses were heaviest, the class I prices were highest, and when sur- 
pluses were lowest, class I prices were lowest, relative to condensery 

rices. 
‘ Ordinarily, they work just exactly the other way. 

(The following was submitted for the record:) 


TABLE 1.—Percentage of producer receipts utilized for fluid market requirements 
selected Federal order markets, 1938-53 ' 
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gency milk was used for fluid market requirements, but it was not included in the calculation of the 
above percentages. 


Source: Report of the Federal Milk Order Study Committec, October 1954, p. 26. 
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TaBLE 2.—Class I prices selected Federal order markets and prices paid by 18 
midwestern condenseries, 1940+53 ' 
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1 Data aupotes by the Dairy Division, U. 8. Department of Agriculture. 
2 Originally 18 condenseries; in recent years a smaller number. 
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Figure 1.—Relationship between class I condensery price premium and percentage 
utilization for market requirement, seven selected markets, 1947-53. 





390 STUDY OF THE DAIRY INDUSTRY 


APPENDIX 


SuGGEsTED AMENDMENTS TO THE AGRICULTURAL MARKETING AGREEMENT Act 
OF 1937 


PROPOSED AMENDMENT TO SECTION 8C (5) OF THE AGRICULTURAL MARKETING 
AGREEMENT ACT OF 1937 


Src. 8c. (5) In the case of milk and its products, orders issued pursuant to 
this section shall contain one or more of the following terms. and conditions, and 
(except as provided in subsec. (7) of this section) no others: Provided, however, 
no order fixing the prices which handlers must pay producers or associations of 
producers shall be issued after the effective date of this amendment, unless and until 
the Secretary of Agriculture has exhausted all efforts to mediate and/or arbitrate dis- 
putes, as provided. by section (3) of the Agricultural Marketing Agreement Act of 
1937 (7 U.S. C. 71 D), and has published findings to that effect.'! 


CURRENT PROVISIONS OF SECTION 8C (5) 


Section 8c (5) as it now stands in the law, is the same as the above except for 
the italicized language, which is the proposed amendment. 


EXPLANATION OF PROPOSED AMENDMENT TO SECTION 8C (6) 


Under this proposed amendment, the Secretary would be required to use the 
mediation and arbitration features of the act (now currently unused) to try to 
secure the settlement of disputes in a market, if possible, without the issuance 
of an order. As the matter now stands, a number of orders have been issued in 
the last few years which were due solely to disputes in the market, failure to 
bargain, and the like, which possibly could have been corrected without an order. 


PROPOSED AMENDMENT TO SECTION 8C (5) (G) OF THE AGRICULTURAL MARKETING 
AGREEMENT ACT OF 1937 


Amend Section 8c of the Agricultural Marketing Agreement Act of 1937 by 
changing subsection (5) (G) thereof to read as follows: 

“(G) No marketing agreement or order applicable to milk or its products in 
any marketing area shall prohibit. or in any manner limit the marketing in that 
area of any milk or product thereof produced in any production area in the United 
States; nor shall any such marketing agreement or order impose any system of classi- 
fication, fee, payment or differential upon milk from any producing area not uni- 
formly applied to all milk regulated by such marketing agreement or order.’”’ ? 


CURRENT PROVISION, SECTION 8C (5) (G) 


Sec. 8c. (5) (G) No marketing agreement or order applicable to milk and its 
products in any marketing area shall prohibit or in any manner limit, in the case 
of the products of milk, the marketing in that area of any milk or product thereof 
produced in any production area in the United States. 


EXPLANATION OF PROPOSED AMENDMENT TO SECTION 8C (5) (G) 


The purpose of the proposed amendment is to tighten up the language of the 
current provision. Under the current provision, the Department of Agriculture 
has initiated restrictive devices in fluid milk orders, such as compensatory pay- 
ments, using as justification the argument that the provision applies only to the 
“products of milk’. This amendment would make it impossible to assess com- 
pensatory payments, or use other arbitrary devices to inhibit the free flow of 
milk from any production area to any marketing area regulated by an order. 


PROPOSED AMENDMENT TO SECTION (18) OF THE AGRICULTURAL MARKETING AGREE- 
MENT ACT OF 1937 


Sec. (18). Mitk Prices. The Secretary of Agriculture, prior to prescribing 
any term in any marketing agreement or order, or amendment thereto, relating 
to milk or its products, if such term is to fix minimum prices to be paid to pro- 
ducers or associations of producers, or prior to modifying the price fixed in any 


1 Italics represents new language. 
2 Italics represents added language. 
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such term, shall ascertain the parity prices of such commodities. The prices 
which it is declared to be the policy of Congress to establish in section 602 of this 
title shall, for the purposes of such agreement, order, or amendment, be adjusted 
to reflect the price of feeds, the available supplies of feeds, and other economic 
conditions which affect market supply and demand for milk or its products in the 
marketing area to which the contemplated marketing agreement, order, or amend- 
ment relates. Whenever the Secretary finds, upon the basis of the evidence 
induced at the hearing required by section 608b of this title or section, as the case 
may be, that the parity prices of such commodities are not reasonable in view of 
the price of feeds, the available supplies of feeds, and other economic conditions 
which affect market supply and demand for milk and its products in the marketing 
area to which the contemplated agreement, order, or amendment relates, he 
shall fix such prices as he finds will reflect such factors, assure a sufficient, but no 
more than sufficient, quantity of pure and wholesome milk needed to meet the require- 
ments of consumers in the marketing area during the period of seasonally low pro- 
duction, and be in the public interest. Thereafter, as the Secretary finds neces- 
sary on account of changed circumstances, he shall, after due notice and oppor- 
tunity for hearing, make adjustments in such prices.! 


CURRENT PROVISIONS OF SECTION (18) 


The current provisions of section (18) are the same as those quoted above, 
except for the underscored language, which represents the proposed amendment. 


EXPLANATION OF PROPOSED AMENDMENT 


The proposed amendment is designed to develop a benchmark which the Sec- 
retary must use in his determination of what constitutes a ‘“‘sufficient’’ supply. 
Mr. Reep. That concludes the statement which I have, gentlemen. 
I would like to describe some proposed amendments to the Agricul- 
tural Marketing Agreement Act of 1937, which we would like to call 
to the attention of this committee, and give to you for your considera- 


‘ 


tion. 

Now, I think you will fully realize from this statement I have made 
that we are not interested in destroying the orders; we are not 
interested whatsoever in repealing the act of 1937. Some persons 
think that administrative action under the act as it is currently drawn 
could be undertaken to correct these things of which we complain, 
but we think that is highly unlikely. 

Some people have stated that the provisions of these orders of 
which we complain can be cured by administrative action without 
any need to amend the act. 

We think, if you look the entire situation over, and consider the 
act in its perspective, that that is the key. Why? First, I believe 
the administrative officials of the Department of Agriculture are 
quite sincere in their views—those who write and administer the 
orders; that they are not operating these orders as restrictive devices. 
I believe that. 

It happens, however, that we have a very fixed difference of opinion 
with them in connection with the matter. So, I do not expect them 
to change what they think is correct at all, and so, we would get no 
help from the administrative officials in correcting these matters. 

Also, it is to be noted that producer groups that are in these regu- 
lated markets have the privilege of voting on orders and amendments 
to orders. 

In the last 2 years I have had a great deal of contact with men 
from these fluid-milk order markets, and I know that they feel that 
certain things of which we complain are proper and fitting, and do 
not have the results we claim they have. 


1 Italics represents new language. 





392 STUDY OF THE DAIRY INDUSTRY 


So, under such circumstances I cannot visualize any change in 
the situation unless the Congress orders it, or, of course, unless 
some provisions were upset by court action. 

So, I would like to propose three amendments. They are attached 
to my statement—the last three pages of the statement. 

The first amendment is a little, minor amendment, which would 
provide that the Secretary of Agriculture, before issuing an order, 
should exhaust the mediation and arbitration provisions of the act, 
and publish findings to that effect. Here is the reason for making 
that suggestion: 

It is quite probable, and I am sure it has happened, that there have 
developed arguments in markets which by mediation and arbitration 
could have solved the problem without putting the market in the 
straitjacket of a Federal order, but the mediation and arbitration 
provisions of the act are not used. I think when we have a minor 
dispute in the market, or even a major dispute, which has some chance 
of being arbitrated or mediated, that we should try that before we 
further expand the power of the Federal Government in regulating the 
commerce of this country. 

Mr. Pox. May I interrupt you there, Mr. Reed? 

Mr. Reszp. Surely. 

Mr. Pox. Is it not true that, before an order is put into effect, 
that there must. be a petition from the producers or handlers or 
someone in the area? 

As I understand it, the Federal Government does not go in and 
force an order on someone, but that the people in the local area must 
request that there be an order established and that a hearing be held, 
and then there is a vote on the proposition. 

Is that not true? 

Mr. Reep. That is true, Mr. Polk, but what I mean is this: 

I think that before the Secretary should go right in and hold a 
hearing on the basis of a petition, he should try, by using the arbitra- 
tion and mediation authorities conferred upon him in the act, to 
settle the dispute without going through with an order. 

Mr. Poix. What are the disputes that usually cause these orders? 
I am from an area where we do not have Federal orders. 

Are these—what are these disputes which cause Federal orders to 
be brought about? Is one of them that they feel that the processor 
is not paying enough for the milk? 

Mr. Renp. There are many reasons, and that is one. A second 
reason is that some group in the market may think they are handling 
an undue proportion of the surplus needed for the market. 

Mr. Jonnson, What do you mean? Do you mean a group of 
processors? 

Mr. Reep. Producers. So far as I know, processors never petition 
for an order. 

Another reason is that there bas been a lack of willingness on the 
part of processors to bargain with cooperative associations. 

They would not recognize the cooperative association, and the co- 
operative association certainly and most assuredly has the right to 
bargain for prices, but when it is not recognized, it can take the 
route of getting an order to accomplish the same purpose. 

Mr. Jonnson. In other words, the processor says ‘‘you take what 
we will give you.”’ Their attitude has been ‘‘this is the price; and 
the farm groups can take it?” 
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Mr. Reep. In some markets that has been the case, and they 
would not bargain with the producers, and that, I imagine, has led 
to orders. 

Mr. Jounson. If the producers did as they should, there would not 
have to be an order? 

Mr. Reep. I believe mediation and arbitration would correct that 
situation without the issuance of an order. I want to emphasize that 
in ” way. would this proposal inhibit finally placing an order on the 
market. 

Mr. Jounson. Would your amendment be apt to cause long legal 
proceedings in the court which will hold it up? 

Mr. Reep. I would not think so, at all. 

Mr. Pox. You may proceed, Mr. Reed. 

Mr. Reep. The second amendment would be under section 8—(c) 
(5) (G) of the act. I shall read the current provision first. 

As it now stands, section 8c (5) (G) reads as follows: 

No marketing agreement or order applicable to milk and its produets in any 
marketing area shall prohibit or in any manner limit, in the case of the products of 
milk, the marketing in that area of any milk or product thereof produced in any 
production area in the United States. 

Since that provision has been ruled on by the courts and the Depart- 
ment thinks it has not violated it by such things as compensatory 
payments, of which we complain, we would suggest that in order to 
get, quite clear what the Congress meant when it passed it, that the 
section be amended as follows: 


No marketing eae or order applicable to’ milk or its’ products in any 
markéting area shall prohibit or in any manner limit the marketing in that area 


of any milk or ApmOn Ue thereof produced in any production area in the United 


States; nor shall any such marketing agreement or order impose any system of 
classification, fee, payment, or differential upon milk from any producing area 
not uniformly applied to all milk regulated by such marketing agreement or order. 


What that language seeks to do is to see to it that any system of 
classification, any fee, any payment, any differential, is applied 
uniformly, and not to selected areas. 

The third amendment which we would propose concerns section (18). 
I will read that old section, and then give you the amendatory 
language: 


Src. (18). The Secretary of Agriculture, prior to prescribing any term in any 
marketing agreement or order, or amendment thereto, relating to milk or its 
products, if such term is to fix minimum. prices to be paid to producers or associa- 
tions of producers, or prior to modifying the price fixed in any such term, shall 
ascertain the parity prices of such commodities. The prices which it is declared 
to be the policy of Congress to establish in section 602 of this title shall, for the 
purposes of such agreement, order, or amendment, be adjusted to reflect the price 
of feeds, the available supplies of feeds, and other economic conditions, which 
affect market supply and demand for milk or its products in the marketing area 
to which the contemplated marketing agreement, order, or amendment relates. 
Whenever the Seeretary finds, upon the basis of the evidence induced at the 
hearing required by section 608b of this title or section, as the case may be, that 
the parity prices of such commodities are not reasonahle in view of the price of 
feeds, the available supplies of feeds, and other economic conditions which affect 
market supply and demand for milk and its products in the marketing »rea to 
which the contemplated agreement, order, or amendment relates, he s\\all fix 
such prices as he finds will reflect such factors, and be in the public i terest. 
Thereafter, as the Secretary finds necessary on account of changed circumstances, 
he shall, after due notice and opportunity for hearing, make adjutsments in such 
prices. 
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You will note that the old section did not carry the words ‘Milk 
Prices,’ at the beginning of Section (18), and further down, that we 
have suggested, following “he shall fix such prices as he finds will 
reflect such factors,’’ the following language: 
assure a sufficient, but no more than sufficient, quantity of pure and wholesome 
milk needed to meet the requirements of consumers in the marketing area during 
the period of seasonally low production. 

We think, with the addition of that language, that we would clear 
up the situation where the concept of sufficient supply has been 
broadened to cover areas where there are vast surpluses. 

Now, gentlemen, that completes my statement, but if I can give you 
any further information, I will be glad to do it. 

Mr. Poix. We have about 5 minutes for questioning. 

Mr. Johnson? 

Mr. Jounson. I just want to tell the gentleman that I can realize, 
judging from the material which he has in his statement, that he has 
gone to an awful lot of work, and I want to compliment him on his 
testimony. 

I just finished preparing a statement on a different subject last 
week, and I know something about the amount of work which he has 
gone through in preparing his statement. 

Mr. Reep. Thank you, sir. 

Mr. Potx. Mr. Andresen? 

Mr. ANDRESEN. I also want to compliment you, Mr. Reed, on your 
statement, and I wish we had more time in order that we could ‘get 
down into more detailed cases. 

I want to ask you a question, Mr. Reed, as to how your organization 
feels about establishing a public-health standard for milk to take the 
place of the multiplicity of sanitary standards now in operation 
throughout the country. 

Mr. Reep. Mr. DeGolier, Congressman Andresen, is going to 
state the position of our organization on that tomorrow morning, 
and I will state briefly here, in order to give you an answer, that we 
think we should proceed to developing more uniformity in sanitary 
regulations, and more uniformity in the application of such regulations 
by inspectors so that we may have a more fluid and sound market 
structure in this country. 

I also want to say that we think that nothing should be done to 
endanger or reduce by any manner or means the safety of the milk 
supply, but we would like to see a safe supply, uniform or approaching 
uniformity, as rapidly as we can throughout the country. 

Mr. AnprEsEN. Could not that be done by having the United States 
Public Health Service use its National Milk Code? 

Mr. Reep. Yes, sir. 

Mr. ANDRESEN. Would that be satisfactory to your organization? 

Mr. Reep. I think, as a guide and the general pattern of sanitation 
regulations, that we would consider the United States Health Service 
Code as entirely satisfactory for the protection of the public interest, 
and the purity and wholesomeness of its milk, and it should lead to 
widespread adoption throughout the country. 

Mr. ANDREsEN. Do you think, Mr. Reed, that there should be any 
law here in the United States which would prevent the free flow of 
milk, meeting national health standards, from going into any part of 
the country? 
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Mr. Resp. No; I do not think so. 

Mr. ANDRESEN: At the present time, and as you have already 
pointed out, the marketing orders, and the way they have been ad- 
ministered have created barriers to prevent the shipment of milk into 
any part of the country. 

Mr. Reep. That has been true. 

Mr. AnpreEsEN. I recognize the complexity of this problem, and 
also recognize that the producers, particularly in the large consumer 
areas, feel they ought to have that market for themselves. 

Mr. Rexp. That is natural. 

Mr. ANDRESEN. | have felt that producers living outside the area 
are at a decided disadvantage, even without milk marketing orders. 

Mr. Reep. Yes. 

Mr. Anpresen. Because there they have to meet the sanitary 
requirements and have to pay transportation costs into these large 
consuming areas, which I felt when this act was passed in 1937 a 
be the advantage that the local producers should have, and which 
they did have. 

Mr. Reep. Yes, sir; granted. 

Mr. Jounson. In talking with some of the people who have been 
before this committee in the past, it has been suggested that perhaps 
it would be difficult to enforce the national health regulation on the 
various States, but if there was in the Department of Agriculture a 
department which tried to bring about uniformity among the various 
States on.health regulation it might help a little bit. 

How do you feel about that? 

Mr. Rrep. There has been quite a bit of progress made in the last 
decade or so. 

Mr. Jounson. There has been a lot of progress, but if somebody 
in the Department especially took up that phase of this there might 
be a lot more uniformity brought about. If we go into the State and 
tell them what they have to do for health they say ‘““That is something 
we have a right to regulate under the Constitution.” 

Mr. Resp. Of course, as I understood Congressman Andresen’s 
question, regulation would apply to shipments in interstate commerce 
and the State could not bar milk because it didn’t meet some local 
regulation. 

Mr. Jonnson. I have no reference to the statement of the gentle- 
man from Minnesota. I was just presenting this idea. which was 
told to me at one of the meetings we had here. 

Mr. Reep. I have not given that feature of it any thought, really. 

I would like to suggest this: While the establishment of a uniform 
code certainly would tend, I think, to develop more uniform quality 
of milk throughout the country and more uniform application of regu- 
lations under such code, I do not see how that necessarily would cure 
some of the provisions of the orders of which we complain, as long as 
it is held strictly to the health regulation end of it. 

Mr. ANpDRESEN. It would assure it if Congress passed a bill I intro- 
duced, H. R. 1754, which does place the authority in the Secretary of 
Agriculture to administer the program under a public health standard. 

Mr. Rexp. I see. 

Mr. AnpRESEN. Have you taken any position on that bill? 

Mr. Ruxp. No, sir; I have not. 

Mr. ANDRESEN. Has your organization taken any position? 

62203—55—pt. 2——-4 
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Mr. Reep. We have taken this position: We want to see broad 
development of more uniformity in these regulations, with the Health 
Code as the base. 

I do not think we have ever taken the position that orders would 
have to be eliminated if they were applied in a market which had not 
yet adopted that code. Ido not think we took that position.and have 
not vet. 

Mr. AnprESEN. I prepared and introduced the first bill on this 
subject. When I succeeded in securing that amendment to the 1937 
act I had the same idea then as I have now, that there should be no 
barriers in the shipment of milk or any other commodity in interstate 
commerce within the country. 

Mr. Rexp. I would say this: That would go far in time toward 
eliminating the barriers which undoubtedly exist as far as*sanitation 
regulations are concerned. When I mention sanitation regulations 
I am talking about those capricious aspects of the regulations, which 
ae are to do with maintaining the health and purity of the milk 
supply 

I also think, Congressman Andresen, that the order system should 
os corrected by direction of the Congress to the Department as to 
what is meant in your amendment to the act of 1937, which we have 
always called the Andresen amendment. 

Mr. Anpresen. In ‘the District of Columbia we have no milk 
marketing order. Here they have a genuine closed shop. There it 
is all done under sanitary regulation. 

Mr. Resp. That is right. 

Mr. Anpresen. Certainly a public health standard would. help 
in the District of Columbia. 

Mr. Ruep. That is right. 

Mr. Meinrire. Am | correct in my assumption that the objective 
of your testimony and your criticism of the administration of the 
orders as they are being administered today is that the orders are 
setting up certain incentives within marketing agreement areas and 
also barriers to the access of those markets to people outside the normal 
milk area? 

Mr. Reep. That is right. 

Mr. McIntire. In your opinion the Federal marketing order 
should not in any way operate to the advantage of the producers 
within the area normally served in the milkshed? 

Mr. Resp. That is right, other than the natural advantage they 
have of location’and being near the market. Certainly they are 
entitled to that. 

We look upon this compensatory payment thing as another way of 
spelling the word “‘tariff.”’ 

Mr. McIntire. And the end result of the application of the things 
you suggest would be a lower average price to producers within the 
marketing orders as they exist today? 

Mr. Reep, For the time being I think that would be the case, 
naturally. But as the surpluses left those markets this unnecessary 
milk that is in there, yet which must be priced higher in order to keep 
it in there were taken aw ay, then you would have, I believe, a move- 
ment toward better balance between supply and demand, certainly 
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more milk consumed in the marketing areas, and producers who 
remained in that market would come out at as high blended prices 
under that kind of system as they have under the current system 
which we think is very arbitrary and where the class I differential is 
spread over too much milk. 

Mr. McIntire. Thank you. 

Mr. AperNetHY. Are-there:any further questions? 

(No response.) 

Mr. ABERNETHY. Tomorrow we have two witnesses for the National 
Creameries Association—Mr. C. M. DeGolier, of Deerfield, Wis., and 
Mr. George Paul, Mason City, Iowa. 

If there are no further questions we will adjourn. 

Thank you, Mr. Reed. 








STUDY OF THE DAIRY INDUSTRY 


THURSDAY, JUNE 2, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Dartry Propvucts 
oF THE COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met at 10 a. m. in room 1310, House Office 
Building, Hon. Thomas G. Abernethy (chairman of the subcommittee) 
presiding. 

Mr. AsERNETHY. The committee will come to order. 

We have met this morning for the purpose of hearing testimony from 
Mr. C. M. DeGolier, of Deerfield, Wis. 

Mr. DeGolier, we are delighted to have you with us. I see you 
have a prepared statement, which I note has been passed around to the 
members of the subcommittee. 

Mr. DeGouier. Mr. Abernethy, you are most kind. 

Mr. ABERNETHY. You may proceed with your statement. 


STATEMENT OF C. M, DeGOLIER, DEERFIELD, WIS., PRESIDENT 
AND GENERAL MANAGER OF THE DEERFIELD CREAMERY CO. 
AND PRESIDENT, MADISON DAIRY PRODUCE CO., MADISON, 
WIS.; PRESIDENT, WISCONSIN CREAMERIES ASSOCIATION 


Mr. DeGourer. Chairman Abernethy and members of the sub- 
committee, my name is C. M. DeGolier. I am president and general 
manager of the the Deerfield Creamery Co., Deerfield, Wis., president 
of the Madison Dairy Produce Co. of Madison, Wis., and president, 
Wisconsin Creameries Association. 

Iam making this statement on behalf of the joint committee of the 
National Creameries Association and the American Butter Institute. 
This committee, and its member units, has been described to you 
heretofore by other witnesses. 

My purpose in asking the subcommittee for time to appear before 
you was in the belief that I may be able to give you information, 
developed from my own experience and my knowledge of the problem, 
which would add to the material already furnished this subcommittee 
by previous witnesses. 

Let me say at the outset that Iam nota dairy sanitarian. I operate 
a fluid milk (grade A) plant, which also manufactures dairy products, 
and am part owner of a plant at Madison engaged in large scale 
packaging and merchandising operations for butter. In view of my 
experience, it is not my purpose to pose as an expert able to tell you 
what features should be incorporated in a sanitation code for milk— 
this has been quite capably handled by Mr. Dahlberg and others, and 
there is a significant amount of technical information available in 
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reports published by the National Research Council, which has con- 
ducted several very fine, technical studies of this subject, and from 
many other sources. Rather, I desire to bring to you the experience 
and knowledge of a business man who has had direct experience with 
this matter of sanitation regulations, and who, in the course of his 
business career, has had brought to his attention many examples of 
the manner in which these sanitation regulations operate. 

I would like to state that the public is entitled to be fully safeguarded 
with regard to the sanitary qualities of its milk supply. No respon- 
sible person in the dairy industry would recommend the adoption of 
procedures which do not give the public this assurance. Milk, which 
we think is the finest natural food for humankind, also may be the very 
efficient carrier of bacteria which are inimical to the health of the 
people. This means that we in the industry, public officials, and all 
connected in any manner with the production and distribution of 
milk for human consumption, must be ever alert and in fact must 
demand that we be subject to regulations regarding the sanitation of 
milk which will assure that the milk supply of the consuming public is 
safe and pure. 


SANITATION REGULATIONS—THEIR ORIGIN AND JUSTIFICATION 


There is no need to launch into a lengthy discussion of the justifi- 
cation of sanitation regulations applicable to milk and its products. 
We take it for granted that anyone involved in the matter would 
agree that a clean, pure, and wholesome milk supply is a factor of 
paramount importance in the health and well-being of our people. 


ince milk, in addition to being one of our finest foods, also is a very 
fine medium for the growth of harmful bacteria, it follows without 
further argument that we must be sure our milk is produced and 
handled so that it is pure and wholesome. 

Sanitation regulations, it would appear, first were developed by 
cities and municipalities in order to assure that the milk supply for 
consumers in such cities and municipalities was pure and wholesome, 
and that the milk supply purity was so protected in both the farm 
production and the processing end that pure, wholesome milk reached 
the consumer, free from milk-borne diseases. 

It is but natural that, due to the development of sanitation regula- 
tions by a multitude of cities and towns, looking largely to local 
conditions, there were and still are very material differences between 
sanitation regulations applicable throughout the country. For many 
years, the commerce in milk was very largely of a strictly local charac- 
ter. Techniques for the handling and shipment of milk long distances 
while still maintaining its purity and wholesomeness had not been 
developed. Therefore, it is not until comparatively recent years that 
variations between sanitation regulations, and the manner in which 
they were applied from market to market, have become factors of 
very great significance in impeding the flow of good quality milk 
between markets in the United States. 

We can take it for granted, I believe, that local sanitation regulations 
were conceived solely for the protection of the consuming public in 
cities and municipalities. Unfortunately, it is my belief that quite 
frequently, local producer groups and others have endeavored to use 
such regulations, and have them interpreted and enforced, as a tool 
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for the protection of the local market supply of fluid milk against 
legitimate competition from qualified milk producers and processors 
from other areas. 

And here, I want to make it quite clear that, in those instances 
where it would appear beyond a reasonable doubt that sanitation 
regulations have been and are being used as trade barriers, it is not 
the fault of the local sanitarians. My experience with these officials 
is that they are primarily interested in seeing to it that the supply of 
milk in their area is pure and wholesome—not in seeing to it that 
their regulations have the effect of excluding pure and wholesome 
milk from other areas from their own area. The fault for such use 
of sanitation regulations, I feel quite certain, is the fault of local 
producer and processor groups who desire to limit the competition of 
qualified milk from other producers and other areas. In this respect, 
the dairy industry, I think, is to be criticized for not getting its own 
house in order. 

Of one thing we can be sure, and it should be a matter of pride to 
all of us, that the milk supply generally throughout the United States 
is safe and pure. Epidemics of disease traceable to the milk supply 
have, to my knowledge, ceased to exist. When one considers that 
one can travel from one end of this country to another, and always 
be able to secure a supply of pure milk which one does not hesitate 
to feed his children, in spite of the various conditions of production 
in this country, we can truly state that we have something to be proud 
of that is perhaps unique in the world. 

To summarize to this point: We have a fine milk supply, and it is 
through the efforts of our technical people, the milk sanitarians, and 
through the cooperation of milk producers and processors that this 
is so. I wish to emphasize this so that the subcommittee will under- 
stand: that the interest of the people I represent is not to complain of 
sanitation regulations as such, nor to recommend anything that will 
reduce in any way or by one iota the degree of effectiveness of our 
sanitary control of the milk supply in the United States. Nor do I 
complain of the actions of sanitarians which have been the subject 
of court controversies, some of which I will treat as examples for the 
subcommittee in the following pages of this statement. These con- 
troversies are understandable when taken in their historic perspective. 
My statement is pointed toward showing the subcommittee certain 
features of sanitation regulations which need to be corrected and at 
the same time to point out that some promising strides have been 
made in recent years toward a more uniform, more widely applicable 
sanitation system. 


INCREASED MOBILITY OF MILK-——ITS RELATION TO SANITATION 
REGULATIONS 


Some years ago, when I first started in the dairy business and 
particularly when my family developed the plant at Deerfield, Wis., 
milk was not very mobile. By this is meant the fact that techniques 
and equipment had not been developed which would permit the 
movement of milk for long distances and at the same time maintain 
its parity and quality so that it could be used by consumers as fluid 
milk. 
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In the dairy industry we have made steady progress in sanitation 
practices through the development of better equipment, more research, 
and better knowledge of the factors that cause the production of 
pure and wholesome milk, a more widespread understanding of the 
fact on the part of both producers and processors that the public— 
our customers—are entitled to purchase our commodity in the 
secure knowledge that it is pure and wholesome, and, last but perhaps 
of even greater importance, has been the development of our vast 
highway system and high speed refrigerated trucking industry which 
enables us to ship our milk longer and longer distances with the 
assurance that at destination the milk be pure and wholesome and 
entirely safe for consumption by the public. 

The increased mobility of fluid milk was greatly encouraged by 
developments during the war. With the vast shift that took place in 
the population—-the development of large plants, with their large 
numbers of workers in areas previously relatively sparsely settled— 
it became necessary, if these people were to have milk, to develop 
techniques for the movement of such milk from areas of heavy supply 
to areas of deficit supply. When I first started this business, it was 
quite unusual for milk to move much farther than from my plant at 
Deerfield to Chicago. During the war and for some time thereafter, 
it became commonplace for milk which had originated in Wisconsin, 
or Minnesota, to be transported by refrigerated truck to southwestern 
markets such as Dallas and Fort Worth, there bottled and loaded on 
refrigerated trucks, and shipped as far west as Las Cruces, N. Mex. 
I mitht add that, when the consumers in Las Cruces drank such 
milk, they found it pure, palatable, and wholesome. 

In addition to the foregoing, there has been a phenomenal improve- 
ment in the quality of milk on our farms. More and more of our 
farmers are equipping their farms and following production practices 
that meet the requirements for grade A milk, or milk that meets the 
sanitation requirements recommended in the United States Public 
Health Service Milk Code. In Wisconsin, for example, we now have 
a law under which milk which meets our grade A requirements, based 
on the United States Public Health Service Code, may be shipped 
from city to city within the State without hindrance from local regula- 
tions. So far, all but 4 cities in the State have accepted this code, 
and we fully expect the remaining 4 cities to come into the program 
in the near future. 

But from the viewpoint of the interest of the subcommittee, I think 
it important to note that due to the greater mobility of milk previously 
described and the ever-growing development of compliance of grade A 
ordinances which are based on the United States Public Health Service 
Milk Code, the existence of barriers to the free movement of qualified 
milk from one market to another are becoming more important, and 
the need for greater standardization of sanitation codes and practices 
of inspectors thereunder is becoming more and more necessary if 
sanitation regulations are to fulfill their primary and I might say their 
only function of assuring that the milk distributed in the various areas 
is pure and wholesome, rather than to assume a secondary function 
of standing as barriers to the movement of qualified milk. This move- 
ment is becoming more and more important every day as out tech- 
niques for handling milk, and shipping it long distances while still 
maintaining its purity and wholesomeness, improves with the many 
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technological developments in the field. I think it would be a wonder- 
ful thing that we could look forward to the day when the milk supply 
for any town or city in this country would be of such assured purity 
and wholesomeness that it would be readily accepted for distribution as 
fluid milk in any other town or city in the country. It is in the 
interest of promoting the early realization of such a state of affairs 
that I am appearing before this subcommittee. 


PROGRESS IN THE DEVELOPMENT OF UNIFORM SANITATION CODES AND 
INSPECTION THEREUNDER 


There has been considerable progress in the development of more 
uniform sanitation codes and inspection practices thereunder in 
recent years. 

Sanitarians have taken a leading role in recent years in this develop- 
ment. Each year, there is held a National Conference on Interstate 
Milk Shipments, at which a great deal of attention is devoted to 
sanitation codes, methods of securing more uniformity in codes, 
inspection thereunder, and rules to be followed in developing a greater 
degree of reciprocal inspection, that is, where a municipality accepts 
the inspection techniques of another municipality in determining the 
eligibility of milk from the latter municipality to be distributed as 
fluid milk in the former. There can be little doubt that these con- 
ferences, and the actions following thereafter, are exerting significant 
influence in developing a more uniform system of sanitation and 
inspection in this country. 

Mr. ABERNETHY. Mr. DeGolier, Mr. Johnson desires to ask a 
question at this point. 

Mr. Jonnson. Perhaps this question could wait until after you 
have ‘finished with your statement, but does your statement have to 
do only with sanitation and Federal regulations? , 

Mr. DeGouter. Yes, sir. 

Mr. Jounson. The only thing I was going to ask you is that a lot 
of us have thought that it would be a good thing if we could make the 
national standard the standard for all the States, but you run into the 
constitutional question. 

I believe it was Dr. Johnson, who was here talking to the subcom- 
mittee, and he made a suggestion at the hearing to the effect that as 
long as we could not. force the States to accept it, we should have a 
special department in the Department of Agriculture which would 
work with the various States in trying to get more uniformity and that 
we would make a lot of progress. 

They would not force it, but they would try to convince them, 
either by argument or working with them, to get all of the various 
States and cities on a more uniform system. 

Mr. DeGouier. That is part of my statement. 

Mr. Jounson. What would you think of such a procedure? 

Mr. DeGouter. That is part of my testimony here today, as you 
will see when I read on further. 

I have just referred to the meetings held by the National Con- 
ference on Interstate Milk Shipments, and I have with me a pub- 
lication which is put out each year. I do not have the one for 1954, 
but I am sure it is out. However, this is the one for 1953, and it 
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is a pamphlet which was put out after a 3-day meeting by that Con- 
ference, consisting of 13 pages. 

Should anyone desire to see this, feel perfectly free to ask for it. 

Mr. AsernetHy. Who distributes it? 

Mr. DeGotter. The National Conference on Interstate Milk Ship- 
ments. I think the committee has done a wonderful job. Mr. J. L. 
Roland is the chairman. 

Mr. ABerNetHY. Would you please pass it up for review by the 
members of the subcommittee, and I will see that you get it back. 

Mr. DreGoutrr. I shall be glad to, sir. 

I might state here that I thimk, and I believe that mary if rot most 
of the people in the processing end of the dairy business, believe 
that the activities of the National Conference described briefly above 
are leading to more uniform codes, more uniform application of the 
codes, and are encouraging a higher gepree of cooperation of local 
sanitarians with their colleagues throughout the country than has 
been the case heretofore. These efforts are to be highly commended. 
They will no doubt in time contribute materially to the public interest 
in assuring a milk supply throughout the country that is safe and 
pure, while at the same time terding to eliminate the features of local 
sanitation regulatiors which constitute barriers to the moyemert of 
milk which are not related to securing a pure milk supply for the 
local municipality but rather constitute in effect barriers to the 
movement of sanitary milk into the municipalities involved. 


TYPES OF SANITATION REGULATIONS THAT RESTRICT THE MOVEMENT 
OF MILK BETWEEN MARKETS 


As I indicated heretofore, I do not claim to be an expert sanitarian. 
However, there are some features of sanitation regulations that I 
believe are restrictive in character, although the list of such restrictive 
types of sanitation set forth below may be far from complete. The 
list follows: 

1. Many sanitation codes, or if not the codes, then the health author- 
ities, limit the area wherein they will inspect plants and farms. While 
it might appear that there could be good reasons for such restriction of 
inspection area, say on the ground of cost or some other factor, the 
fact remains that judging from the court cases filed to invalidate 
such restrictions, the area limitation is one of the most important 
barriers to the movement of qualified milk between markets. 

2. Refusal to accept reciprocal inspection. This makes the area 
limitation really very effective as a barrier to milk movement. 

3. Requirements that milk must be pasteurized within a certain 
distance of the city. Judging from the list of court cases which we 
have compiled, this is the restriction that has been involved in litiga- 
tion more than any other. Obviously, in this day of good refrigera- 
tion and rapid transportation, a regulation that provides that milk 
must be pasteurized a small distance from the city is ridiculous, and 
most assuredly restrictive. 

Mr. ANDRESEN. Are you referring to the Madison, Wis., case? 

Mr. DeGouier. Primarily to that case, but there are many others. 

Mr. ANpDRESEN. I wonder if you could include in your statement a 
brief summary of the facts, and the decision in the case? 

Mr. DeGou.ier. A summary of the facts on the Madison case? 





STUDY OF THE DAIRY INDUSTRY 405 


Mr. ANDRESEN. Yes, sir. 

Mr. DeGouier. That will come later in my testimony, Mr. 
Andresen. 

Mr. ABERNETHY. Let me ask a question at this point: 

I do not know whether this is the way to approach it or not, but it 
is your assumption that there is collusion between the city health 
authorities, and the producers, within the radius of some cities in the 
promulgation of health regulations ostensibly for the purpose of pro- 
tecting the health of the people of the city, but actually for the purpose 
of preventing milk from further distances to come in? 

Rive DeGouirr. I would not say that there is collusion between 
them. 

Mr. AserNetuy. Would there not necessarily have to be if these 
regulations are imposed for the purpose of keeping milk from coming 
into the area from great distances, into city X, we will say? 

Would there not have to be some collusion between the producers 
in the immediate radius of the city, and the city health authorities 
for that situation to exist? 

Mr. DeGourmr. That could be the case; yes. 

Mr. AserNnetuy. What other situation would be applicable, if 
that is not the case? 

Mr. DeGouter. I think I bring that out later in my testimony; 
I think I will answer your question. If not, could I answer it after- 
ward when we are through? 

Mr. Apernetuy. Yes. 

A number of ordinances levy inspection fees that are a very real 
roadblock to the movement of milk between markets. For example, 
it is xot unusual for an ordinance to levy a fee on all milk moving 
over the weigh deck. For plants from which a small portion of 
their total milk receipts at the plant are used in a town having such 
a fee, it should be obvious that a heavy burden is placed on the plant. 

Ordinances vary regarding the requirements for tuberculosis, Bang’s 
disease, and other tests. 

Duplicate inspections. Some plants may sell milk in a number of 
markets. It is not infrequent for the farmers delivering to these 
plants to have to meet several different codes, leading to greater 
expense and more costly milk. 

I want to emphasize here the case in the territory around Eau 
Claire, Wis., where I know of 1 plant, at least, and I think there are 
2 or 3 more, which ship milk to 7 different cities, and which milk 
is inspected by 7 different health departments; that is, farm and plant 
alike. 

So, you can see what an expense that would be to both the cities 
and to the plants concerned. 

One of the purposes in our testimony here today is that we want 
to try to eliminate this duplication. of inspection. 

Some State authorities have tried to limit the entry of milk from 
out-of-State sources. 

Mr. AperNetuy. That is going on down my way right now. 
There is a bill in the legislature of one of my neighboring States 
bearing on that question. It is quite an issue at this particular 
time, which they concede has been proposed, and is being prosecuted 
for the particular purpose of keeping milk out of the neighboring 
States from coming in there. 
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Mr. DeGouter. I am acquainted with the situation. I have read 
of the situation which you are talking about here. I have also, I think, 
read between the lines, and it seems that there is a little bit of revenge 
involved there; does it not? 

Mr. ABERNETHY. I do not know, but it sure does hurt. 

Mr. DeGo ter. It seems that it is a situation where the States 
are doing it to each other. 

I have listed above a few of the important restrictive devices, 
although I have no doubt there are others. 


ROUGH MEASURES OF GEOGRAPHIC SCOPE OF RESTRICTIVE 
DEVICES 


I wish I could pinpoint for the committee the scope of these restric- 
tive sanitation devices throughout the country, but researching the 
health codes in towns and cities of the United States is obviously 
beyond our powers. 

It is my opinion restrictive devices such as those named above are 
a factor of paramount importance in slowing down or stopping com- 
pletely the movement of milk from area to area and market to market. 
While no fully comprehensive research of this particular character 
has been done recently, the United States Department of Agriculture 
in a bulletin dated March 1939 entitled ‘Barriers to Internal Trade 
in Farm Products,” found widespread evidence of the use of sanita- 
tion regulations as devices to restrict the entry of outside milk into 
milk markets. Both State governments and local municipal govern- 
ments were so using their sanitation regulations, and such restrictive 
practices were found to be very widely spread throughout the United 
States. 

Although this bulletin is quite old, and may therefore be assumed 
to be out of date in some respects, I have taken certain excerpts from 
this bulletin and have included them in the appendix. The findings 
are startling. We do not, however, have to rely entirely upon the 
bulletin just discussed for information concerning the current import- 
ance of the manner in which sanitation regulations are being used as 
devices to restrict the movement of milk between markets in this 
country. 

Starting with the July 20, 1949, issue, I have had the weekly issues 
of the Dairy Record, a periodical devoted solely to news and informa- 
tion concerning the dairy business in this country, checked in order to 
list the cases brought before the courts regarding sanitation regula- 
tions. I do not claim that this list is a complete record of all the court 
cases regarding sanitation regulations that were started during the 
period since mid-1949, but in any event a number of them were 
reported in that magazine. 

Since mid-1949, a total of 35 separate court actions were reported 
by the Dairy Record. These actions involved municipalities or States 
in 17 States and the District of Columbia. Other facts regarding 
these cases follow: 

1. Eleven of the cases involved the refusal of the municipality to 
inspect plants and farms outside its usual area. 

2. Thirteen of the cases involved suits brought to enjoin local 
health authorities from enforcing rules in their ordinances which pro- 
vide that milk for use in the municipality must be pasteurized within 





STUDY OF THE DAIRY INDUSTRY 407 


a given distance, usually a very short distance, of the market. The 
most important of these, as far as establishing legal precedent is 
concerned, was that brought by the Dean Milk ‘Co ., of Chicago, 
against the city of Madison, Wis. 

The Dean Co. was objecting to a provision of the Madison ordinance 
which required milk to be produced within 25 miles of the city of 
Madison, and which also required’ milk to be pasteurized within 5 
miles of the State capitol building. 

This case finally came before the United States Supreme Court, 
and the Court ruled the provision invalid. 

Mr. ABERNETHY. Let me ask a question. 

What did the city authority of Madison advance as their reason 
for that requirement? 

Mr. DeGouter. I think the reason they advanced involved the 
inspection charges for inspections beyond that distance. 

Mr.-AbeRNETHY. Did they contend that it was too expensive to 
make those inspections at a greater distance? 

Mr. paso. I think that was their contention at the time, 
although I am not too familiar with it, and it has been some time ago, 
and ries forgotten the details of the case, but I believe that was 


their contention. 

Mr. ABERNETHY. It can be said, can it not, that the pasteurization 
could take place at such a distance that it would be very expensive 
for them to make the inspections? 

Mr. DeGouter. Yes; it could be, but other areas today have 
inspections just as good as the city ‘of Madison, and that is what 
they were failing to recognize in the-case. 


Mr. Jounson. It seems to me that I have heard that this same milk 
company took this case to the United States Supreme Court. 

Mr. DeGourer. That is right; it went all the way to the Supreme 
Court. 

Mr. Jounson. The city of Madison is still having to send its 
inspectors down into Illinois where this milk is being produced; is that 
right? 

ae: DeGouer. They do. They do send their inspectors down 
there to inspect a certain percentage of the farms; that is correct. 

Mr. Jounson. So, all they won was that they did not have to 
pasteurize within 5 miles of the city of Madison? 

Mr. DeGourer. Or, have the milk produced within a 25-mile 
radius of the city of Madison. 

Mr. ABERNETHY. Is it appropriate and proper in your judgment for 
city health authorities who have the responsibility for the health of 
the people in the community to say that we are not going to permit a 
commodity which is highly perishable, such as milk, and which is a 
heavy bacteria carrier, to come into our city without it being inspected 
by our authorities? 

Do you think that is a fair regulation? 

Mr. DeGouer. Let me answer that in this way: 

I think that these regulations—take the one in the city of Madison, 
for instance, was made years ago, when they actually had need for 
such a regulation, and it was done in all seriousness in order to protect 
the health of the people of the city of Madison, and we can find no 
fault with that. 
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Mr. ABernetuy. Well, someone has to make the inspection; is that 
right? 

Mr. DeGotter. That is right; and of course I cover that a little 
later on under the United States Public Health Service standard. 

Mr. ABERNETHY. Someone has to make the inspection. 

If you were the city health officer of the city of Madison, or Mem- 
phis, or Birmingham, or any other city, is that something which you 
would not want to delegate, with the responsibility eventually falling 
upon you, the inspector, or the director of public health? 

Mr. DeGouter. I would not hesitate to delegate it if I could dele- 
gate it to proper hands. 

Mr. ABERNETHY. But, there is the question that they do hesitate 
to delegate it, and they hesitate to delegate it for the reason that the 
responsibility is a serious one. 

Mr. DeGoutrer. That is right; and really, we cannot find too much 
argument with that. 

Mr. ABERNETHY. I do not think you can, either. 

Mr. DeGourer. We cannot find too much argument with. that, 
in view of the past. 

Mr. AperNetHy. Mr. Laird has a question. 

Mr. Larrp. It is true that this milk which the Dean Co. was selling 
in Madison at the time of this particular case was milk, or a great 
proportion of it, produced at Rockford, Walworth, Kenosha, Racine, 
and in that general area down there, which had already been inspected 
by the Chicago Board of Health. 

Mr. DeGotier. The Chicago Board of Health inspectors had 
already conducted a vigorous inspection of those particular producers. 

Mr. Latrp. The question was whether the inspection in the city of 
Madison—or, rather, whether the city of Madison would accept the 
inspection of the Chicago inspectors at that particular time. How- 
ever, at that time the Chicago inspectors had higher inspection stand- 
ards than the city of Madison. 

Mr. DeGourer. They still do. 

Mr. Larrp. I do not think there could be any question about the 
delegation of authority for inspection by the city of Madison. 

It was clearly a case of using their authority to restrict the move- 
ment of milk, which was Wisconsin milk in the first place, but which 
had been bought in another State. 

Is that the correct status of the case? 

Mr. DeGouteEr. I think you have the correct analysis of that case. 

Mr. Jounson. When the case went to the Supreme Court Madison 
still went back to Government inspection in order to meet the stand- 
ards. Is that right? 

Mr. DeGotrer. That is right. 

Mr. Jounson. It would seem to me from what we know today, 
and with the advances which have been made, regarding the question 
our chairman was asking, if certain national standards were met that 
an inspector in Wisconsin would be as well qualified to inspect the 
farms there as a man who came up from Mississippi or wherever he 
may come from. They would have the same background and so on. 
But you have to have some uniform requirements. You have to 
have uniform requirements and if the inspector was honest he would 
be as well qualified as anyone else. 
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Mr. DeGouier. That is where the United States Public Health 
Service comes into the picture, for uniformity of inspection, spot 
checking, just generally policing inspection throughout the United 
States. 

Mr. Jonnson. You cannot force that upon the States to accept 
those inspections. 

Mr. DeGouier. It has to be a voluntary program. 

Mr. Jounson. That is the whole catch. 

Mr. Warts. Do you think some of the restrictions imposed by 
municipalities are imposed for the purpose of protecting local pro- 
ducers of milk? 

Mr. DuGotinr. Regulations passed by municipalities themselves? 
I suppose that has happened. It is a little hard to sit here and say 
that they actually do it. What we are trying to bring out here is 
that some of these laws or regulations made in the past have been made 
in all seriousness and in good faith to protect the health of the people 
in that city. But these regulations have become outmoded and today 
are standing as trade barriers. 

Mr. Warrs. Do you also believe some of these restrictions are 
ridiculous because they are duplicating in nature? 

Mr. DreGotrer. Well, also this enters into the picture. If you 
are on a city board of health staff and doing a good job inspecting the 
milk for that city, you hate to give up your job and let somebody 
else take it over. I suppose some of that enters the picture, too. 
Each. one. is jealous of his own rights in that respect. 

Mr. Warts. But it is your contention that sometimes there are too 
many limitations and too many restrictions, that some of them could 
be cut down. Is that right? 

Mr. DeGouter. That is right. 

Mr. Warts. You think that would bring down the cost of the milk 
to the consumer? 

Mr. DeGourer. Yes, I do. I don’t know if it would be a large 
amount, but at present there is too much duplication of inspection 
service in the flow of milk between areas, and that is bound to be 
costly whether it is to the taxpayer or to the company putting up 
the milk. 

Mr. Warts. Thank you. 

Mr. Hermmpurcer. Are you familiar with the process of the pro- 
cedures involved in inspecting a farm? 

Mr. DeGoutEr. Closely, yes. 

Mr. Hermpurcer. Is it a one-shot job? Can an inspector come 
into the plant or farm and make the inspection all at one time or does 
he have to make 2 or 3 visits? 

Mr. DeGo rer. He has to make periodic visits. 

Mr. Hermpurcer. I don’t mean periodic. Can 1 inspection be 
completed within 1 given period in 1 visit, or does it require 2 or 3 
visits? 

Mr. DeGotrer. Depends on the size of the place. For instance, 
if a plant has 500 shippers, taking my own plant as an example, an 
inspector can inspect our plant in 2 or 3 hours, but he has to:spend 
quite a few hours in getting a good cross section of those producers. 
He has to come in and pick his producers so that our fieldmen, for 
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instance, do not know where he is going to inspect. It is up to our 
fieldmen to keep up the quality of our plant. But they have to be 
spot checked. 

Mr. HermmsBurce_er. In other words, in inspecting a plant it involves 
inspection of the suppliers of the plant, irrespective of the fact that 
those suppliers are checked on their own as producers. Is that right? 

Mr. DeGouter. Yes. “There are two schools of thought. Some 
feel quality of milk can be checked entirely at an intake, for instance 
by quality tests, tests of sight and smell and chemical tests that we 
can perform on the milk. 

The other school of thought is this—and I will say it is held by 
most inspectors or most sanitarians—that the farms should also be 
inspected along with the plant. 

Mr. Hermpurcer. I wanted to know whether or not the inspection 
of a milk plant or a farm at a distance from the city really does involve 
some diffieulty or hardship on the part of the inspecting authorities or 
whether the only difference would be the traveltime there and back. 

Mr. DeGouter. I will say this: If the city of Madison, for in- 
stance, is going to depend completely upon their inspection force to 
inspect the milk obtained from another city or another area, it will 
take a good deal of time of their inspection staff if they are going to 
do all the inspecting themselves. 

Mr. Latrrp. It might be well to bring out that in your testimony 
you indicated that the local inspector would go out and check your 
producer. It should be brought out that that local inspector doesn’t 

out and check the plant and check everyone of those producers. 
You have the responsibility as the plant operator—— 

Mr. DeGouter. That is right. 

Mr. Hemsurcer. To make quality production. When the plant 
inspector comes in to your plant he will take a few of those 500 
producers, and you are not aware of the individuals he will inspect. 
He will spot you and not check every one of the 500 producers. 

Mr. DeGo.apr. That is right. In the case of Chicago, Chicago 
does inspect every producer. 

Mr. Hermpureer. As to the Madison inspection, the Madison 
inspector doesn’t inspect every producer when he inspects your plant, 
Chicago standards are much higher than Madison standards, and 
that is the point I tried to make before. 

Mr. DeGouier. That is right. 

Mr. Jounson. When the State inspector comes to the plant he 
stays there and takes tests on every farmer’s milk which comes in? 

Mr. DeGourmr. All the tests are taken at the intake by the State 
inspector, that is right. Then he goes to see those who have not 
qualified so far as purity is concerned. If he does not get results he 
uses legal means. 

I will go to number 3 on page 10: 

3. There were six cases involving the efforts of State governments 
to limit the entry of milk from other States, ranging from such activi- 
ties as providing that out-of-State milk must be in its original con- 
tainers as received from the farm up to dyeing out-of-State milk some 
color. 

4. Two of the cases involved unspecified discriminatory practices. 

5. One case turned upon the failure of the local authorities to permit 
reciprocal inspection. 
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6. Two cases could only be classified on the basis of miscellaneous 
objections. Practically all of these cases were won by the plants 
desiring to ship milk into the markets, previously forbidden them by 
the local health authorities. 

In addition to the foregoing, the Dean Milk Co. gave us some in- 
formation concerning suits it has brought against city and State 
authorities which had denied the Dean Co. permits to sell in the 
markets involved. The Dean Milk Co. secures the greater part of its 
milk supply from sources approved by the Chicago Board of Health. 

The cases concerned a number of different complaints. Several 
of them were brought because the company considered the inspection 
fees levied against them were exorbitant. The regulation generally 
in these instances provided for the payment of a certain fee per hun- 
dred weight for all milk going over the weigh deck of the Dean plant. 
When it is considered that in many of these instances the volume sold 
by Dean in the markets where these suits were brought was a small, 
sometimes almost an infinitesimal portion of the total volume of milk 
received at the plant or plants involved, yet the Dean Co. under the 
ordinance would have had to pay a fee on large volumes of milk not 
intended for use in the particular market involved, the restrictive 
nature of the fee as levied is obvious. Many of these cases have been 
settled on the basis of payment of a relatively small annual fee, such as 
$275 per year in one case,is compared to the thousands of dollars 
the company would have had to pay on the basis of the original 
provision of the ordinances. 

Other cases brought by the Dean Milk Co. involved provisions of 
ordinances, or practices thereunder, whereby inspection was refused 
outside the usual inspection of the particular health authority involved. 
Still other cases involved refusal of health authorities to grant the 
company a permit because the local ordinances required the milk to 
be pasteurized in or only a short distance removed from the market. 
There were other bases of some of the suits mentioned, but the above 
reasons cover the majority of the cases brought by this company. I 
think the important fact for this subcommittee to bear in mind is 
that here is one fairly large milk company which, in its endeavor to 
expand its marketing system to a number of different markets, and 
when the quality of the milk supply of the company was not open to 
question, eaali itself stopped by capricious ana restrictive local 
health codes and practices thereunder. The company advised me 
that they have instituted a number of suits in recent years, and that 
16 of these complaints actually became the subject of court trials. 
I have mentioned before that one case went clear to the United 
States Supreme Court before being resolved in favor of the company. 

Mr. AnerNnetuy. What in your opinion was the objective of the 
enactment of the so-called capricious and restrictive local health 
codes to which you refer? What was the objective of their enact- 
— Was it to prevent the milk from coming in from far away 
places? 

Mr. DeGotter. In some cases that is true, I think. 

Mr. Aserneruy. Let us go back to the question I asked a moment 
ago. Then do you say that there is collusion between the local 
health authorities and the local producers? 

Mr. DeGouter. I think—— 
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Mr. Asernetuy. Doesn’t there have to be collusion there if this 
statement is true? 

Mr. DuGouter. I think that is true in some cases. 

For instance, I made some notations here. There are some markets, 
when outside groups have come in, they have passed rulings that the 
milk producers must be licensed. I think I have it in my statement 
further on. 

There is a licensing fee imposed so that the big company coming in, 
delivering only a small portion of their milk in that small town, had 
to pay a license fee on all their milk. That would necessarily impose 
a heavy cost on the company coming into the small town. 

Mr. Jonnson. That would be the case where the intake was in 
another community and they had routes that went into this parti- 
cular city, so under the ordinance they would have to pay on every- 
thing that came into the plant? 

Mr. DrGouter. That is right. In that case I think we will have 
to admit there is collusion and that this law was passed under pressure 
from the local producer or process or group, and in that case I suppose 
there would have to be coolusion. 

Mr. Apernetuy. All right. 

Mr. DeGourer. There can be little doubt that the information 
I have furnished you here is incomplete... Further, since the decision 
of the United States Supreme Court ine@fhe Dean v. City of Madison 
case, disputes regarding mileage limitations on pasteurization and 
area of inspection have tended to be settled out of court on the basis 
of the Supreme Court’s decision. 

We have no way of. ascertaining how many milk companies have 
tried to secure permits to ship milk into markets, and, when they 
were faced with restrictive devices such as we have discussed here, 
did not take the trouble to fight the adverse health authority ruling 
in the courts, but merely went elsewhere to look for business. 


CONCLUSIONS 


On the basis of the foregoing facts and considerations, I think we 
may well reach the following conclusions: 

1. While much progress has been. made in developing more uniform 
sanitation, codes in, this country and the practices under such codes, 
we still have far to go, . Most assuredly we should do our best to en- 
courage the milk sanitarians to continue and accelerate their good 
work in this connection. 

2. The evidence indicates quite clearly that many sanitation 
regulations serve no useful purpose as far as purity of the milk supply 
is concerned, but rather serve as devices to restrict the entry of pure 
and wholesome milk into markets from areas outside their usual sources 
of supply. Such regulations tend to wall off the local markets from 
the legitimate competition. of other areas and grant, local producers a 
high degree of monopoly. This leads to arbitrary pricing, over- 
production within the milk shed, reduced consumption. in the markets, 
and greater surpluses of milk which must, be manufactured into dairy 
products such,as butter, cheese; and the like. 

It seems to me that the evidence. is so conclusive that. it warrants 
notice and action by the Congress. I do not know what the action 
should be, but the goal of any action by Congress, in my view, should 
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be that of securing more uniformity in sanitation regulations through- 
out the country and more uniformity of application by inspectors. 
The United States Public Health Service, in cooperation with milk 
sanitarians and many other persons, has developed a standard ordi- 
nance or code which is recommended for use in municipalities: Many 
of the States and municipalities have adopted this code or codes 
based very largely upon it. I firmly believe that the United States 
Public Health Service code is gaining in scope, but am equally firmly 
convinced that we should endeavor to speed up its acceptance and 
application throughout the country. Once this is done; sanitation 
regulations will revert to their original purpose—that of assuring the 
public a pure and wholesome milk supply as far as sanitary practices 
are concerned, rather than being perverted to use. as devices which 
restrict the movement of high-quality milk between areas and 
markets. 

Whether the bills now before the Congress, which provide that the 
United States Public Health Service code will be the determining 
factor in the quality of milk shipped in interstate commerce is the 
final answer, I do not know. 

Most assuredly, however, this problem is of great importance, and 
we urge the Congress to take whatever action it deems advisable 
pointed toward its solution. 

I wish to thank you for your courtesy in permitting me to make 
this statement. 

Mr. ABERNETHY.. Any questions, gentlemen? 

Mr. Jounson. I want to compliment Mr. De Golier on his state- 
ment. It shows a lot of work and study on this problem. 

Mr. DeGorier. Thank you very much. 

Mr. ANDRESEN. You are affiliated with the National Creameries 
Association? 

Mr. DeGotrer. Through the Wisconsin Creameries Association 
we are affiliated with the National; yes. 

Mr. ANpDRESEN. Does your statement recommending the use of the 
United States Public Health Code sanitary regulation for milk reflect 
the views of the organization itself, the national organization? 

Mr. DeGoutgr. Yes, it does. 

Mr. AnpreEsEN. I don’t know how far you have gone into the 
question of the impact of milk production in one given area upon 
interstate commerce, but during the past 25 or 30 years the Federal 
Government has gone more and more into the handling of commod#® 
ties produced within a State because of the impact that such com- 
modities would have upon interstate commerce. 

Mr. DeGouter.. I believe that is true. 

Mr. ANprRESEN. Have you considered at all whether or not it 
would be desirable to have milk distribution handled on a public- 
utility basis? 

Mr,,DeGourer. I have never considered that: It has been men- 
tioned to me at times and I have given it minor consideration, but I 
would not be prepared to make any statement on it. 

Mr. AnpreseEN. Distribution is largely controlled now through 
ordinances and. court decisions? 

Mr. DeGouier. That is right, in many places. 

Mr. ANDRESEN. There are several bills before our committee which 
provide for the use of National Public Health sanitary standards, 
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and giving the authority to the Secretary of Agriculture to enforce 
that standard in cooperation with the secretaries of agriculture, com- 
missions of agriculture, or the public health authorities in the re- 
spective States so that there could be uniformity of inspections to 
assure good, wholesome milk and in that way providing a system which 
would permit free flow of milk in interstate commerce having met that 
standard. 

What is your opinion? 

Mr. DeGouter. Referring to 1754? 

Mr. ANDRESEN. Yes. 

Mr. DeGouter. Known as the Andresen bill? 

Mr. ANDRESEN, Yes. 

Mr. DeGotrer. I certainly agree with the bill in principle. I have 
not given it thorough study so far as marketing orders are concerned. 

I do not quite know what effect it would have upon marketing 
orders, but 1 do agree with the principle of the bill, that we should 
have free flow of milk between States. Would it tend to eliminate 
marketing orders? I might ask you that question. 

Mr. AnpDRESEN. The bill has not been considered by the committee 
yet and every bill is subject to amendment. In fact, I have several 
amendments [ want to propose to the bill when it gets to that stage 
myself. But undoubtedly the bill in its present form would have its 
effect upon order areas. 

Mr. DeGouter. It is my personal opinion that I would not like to 
see marketing orders thrown out, as I stated here. 

Mr. AnpresEn. This hearing is for the purpose of exploring the 
whole idea, not for the purpose of tearing down the price of milk 
received by the producers in any area of the country. We don’t 
want it high in one area and low in another area. 

Mr. Jonunson. What are you paying for 3.5 milk? 

Mr. DeGouter. For manufacturing purposes, we have both A 
and B intakes. Which do you mean? 

Mr. Jonnson. Give us both. 

Mr. DeGouter. Chicago started on a base and surplus plan for 
March, April, May, and June each year. The price at our plant 
for base for the month of April, I believe, was $3.33 per hundredweight 
net to the farmer, and the surplus price would be $2.93 per hundred- 
weight net to the farmer, and the milk purchased entirely for manufac- 
turing yore was $2.97 per hundredweight and a half for the month 
of April. 

Mr. AnpresEN. Is all of that milk the same kind of milk? 

Mr. DeGouter. Actually at this time of year we are manufacturing 
all of our A and B alike because we are far enough out of Chicago 
to be in the surplus-handling area, and, of course, during this time 
of the year we have a lot of surplus. 

Mr. ANDRESEN. It is all grade A milk that you have? 

Mr. DeGouter. No. We have 75 percent of our intake grade A 
and 25 percent grade B, taken in in different intakes. In other words, 
we have two intakes on the same premises. 

Mr. ANDRESEN, It is not mixed up? 

Mr. DeGouier. No; not until it becomes a manufactured product. 
If it becomes a manufactured product, then it is mixed up in manu- 
facturing of the products. 
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Mr. ANDRESEN. What is your butterfat content of the milk you 
sell to Wisconsin? 

Mr. DeGouier. Average grade A milk, about 3.6. 

Mr, ANpDRESEN. Is that above the average in the State? 

Mr. DeGourr. No. I think the northern part of the State has 
a higher average than we do. 

I might make this statement: Our average is necessarily low because 
we take in Golden Guernsey milk separately on the grade A side. 
All the Guernsey milk comes in under the Golden Guernsey seal. 
We are the only State that does that. 

Mr. ANDRESEN. You get a premium for that milk? 

Mr. DeGoursr. That is right, 40 cents a hundredweight. 

Mr. ANpRESEN. You have indicated in your statement that you 
found it desirable to secure uniformity of inspection and sanitary 

ulations throughout the country? 
re. DeGouter. That is right. 

Mr. ANpDRESEN. And that that reflects the views of Mr. Reed which 
he expressed yesterday. I am glad to get it clear that that is the 
position of your organization. 

Mr. DeGouter. It is. 

Mr. Anpresen. Is that right, Mr. Reed? 

Mr. Ruep. That is correct. 

Mr. ANpREsEN. That is all I have. 

Mr. Larrp. Mr. DeGolier, I wonder if you might tell us a little bit 
about the Wisconsin Creamery Association. How many processing 
members do you have? 

Mr. DeGoutrzr. About 170 processing member plants. 

Mr. Larrp. How many of those are cooperatives? 

Mr. DeGourer. There are more cooperatives than privates. The 
penoemiven perhaps runs 75 percent cooperative. 

Mr. JoHNsON. Mr. Howard Carpenter was president of the associa- 
tion last year. Is that the same association you are president of this 
ear? 
: Mr. DeGouierR. You are talking about the Wisconsin Dairy In- 
stitute, Howard Carpenter. 

Mr. Jounson. There are two separate organizations but you are 
betes together in the national organization. Is that right? ong 

E GousrR. That is right. Oscar Christensen is our executive 
Stren if that means anything to you, located in Madison. 

Mr. Larrp. Your membership, then, is made up about 75 percent 
of cooperatives in Wisconsin? 

Mr. DeGouer. That is about right; yes. 

Mr. Larrp. Have you ever discussed in your meetings the proposal 
which has been made to establish some sort of uniformity in the sani- 
tation regulations throughout the country? 

Mr. DeGourmr. That became a resolution. We made a resolution 
at our meeting at Stevens Point last September, and it is also a reso- 
lution of the national organization. I am on the resolutions com- 
mittee on the national organization. 

Mr. Latrp. That is generally supported by the Wisconsin Creamery 
Association? 

Mr. DrGouter. That is right. 

Mr. Larrp. Are many of your processors making cheese at the 
present time? 
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Mr. DreGouter. I would say only a few. The members we have 
primarily make butter and powder, although a few of them are 
equipped to make cheese when cheese has the advantage. 

Mr. Larrp. At the present time do you feel there is an advantage 
in the production of butter and powder over cheese under the current 
uae level? 

r. DeGotrer. I do not feel that way. I think the relationship 
is about where it should be. 

Mr. Larrp. Are any of your people shifting over to cheese? 

Mr. DeGotter. I cannot answer that. Not to my knowledge. 
We have so few that do make cheese in our association. 

Mr. Larrp. Are any shifting over from cheese to powder? 

Mr. DeGourmr. I do not believe that is true. 

Mr. Lovre. With the free flow of milk you have advocated, would 
that in any way interfere or could it interfere with our marketing 
orders? 

Mr. DeGouter. I am not too well prepared to answer that question. 
I had better beg off at that one. 

Mr. Lovre. The reason I ask that question —— 

Mr. DeGouter. I don’t think it could. 

Mr. Lovre. You stated you did not want to interfere with the 
present marketing order system. That being true, I was wondering 
if we did have the free flow of milk, as you have suggested, if that 
could in any way interfere with our marketing orders. 

Mr. DsGouter. I do not think so, but I am really not in a position 
to be too certain. My guess is that it would not interfere. 

Mr. Lairp. With regard to marketing orders I wonder if you would 
care to express yourself on the amendment procedure presently being 
used under the rules and regulations promulgated by the Department 
of Agriculture which have been in effect for a good many years as 
regards the adoption of the amendments to the marketing orders? 

Mr. DxeGoutgr. Thinking primarily of Chicago? 

Mr. Latrp. Thinking of all amendments. Of course you are famil- 
iar with Chicago and I wonder if you would address yourself to that 
point? 

Mr. DeGoutEr. I am probably not too familiar with that tech- 
nicality. A hearing has to be petitioned for in order to make changes. 

Mr. Larrp. I am referring to the actual voting on amendments. 
They put it up to the farmer or the producer organization? 

r. DeGouier. That is right. 

Mr. Larrp. But in adopting the amendment they have to either 
adopt the amendment, or if they reject the amendment to the Chicago 
order the whole order goes out? 

Mr. DuGoutsr. I see. 

Mr. Larrp. They have a club over the head of every producer in 
the order area so that he has to vote for the amendment or else the 
whole order goes out. 

Mr. DxGourer. I see. 

Mr. Latrp. That is how the base surplus proposal got in last time, 
by the change of the votes of the Pure Milk Products Cooperative in 

isconsin. The amendment was adopted and they were in‘a position 
where if they didn’t vote for it the Chicago order would have been out. 
It was up to 12 hours before the deadline and they switched their vote. 

Mr. DeGouter. That is right. 
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Mr. Larrp. Many of the cooperatives in my area changed their 
vote. 

Mr. DeGoutrsr. I am familiar with' it now that you mention it; 
In fact, at the time that happened I did not know the mechanics 
which you have just explained, but I learned them the hard way. I 
wondered why it happened that way but now I know. 

Mr. Larrp. Do you think that procedure is proper? 

Mr. DrGouter. I would rather beg off of that one. I would 
hesitate to give an opinion on it. 

Mr. Reep. I will answer it. 

I am afraid, Congressman Laird, I will have to agree with the 
technique that the Department follows in this instance. 

We considered this many, many years ago. It has been a settled 
policy of the Department ever since I was there, and during the time 
I was there. 

The reasons that that policy was instituted in the early days of the 
order was not to browbeat the producers or anything like that—the 
reasons were largely technical. An order is an integrated document. 
One part may affect all other parts, and vice versa. If you pick and 
choose, rejecting one part of that document which is integrated with 
another necessary part of that document, you may wind up with 
a hodgepodge of a regulation that is not very appropriate. 

The second point on the thing is this: When you hold a hearing you 
make a finding that the order should contain such and such a provision, 
or that the order should be amended in such and such a way if that 
order is to effectuate the policy of the act. 

Having made that finding, to have such a provision voted down you 
have a real serious question as to whether the order as it would be 
left on separate amendment voting would meet the terms of the appro- 
priate funding that the amendment effectuates the policy of the act. 

That is the argument on it. 

There is a great deal of argument within the industry and between 
the Department of Agriculture and the industry regarding that par- 
ticular technique of voting. 

I would say ; 

Mr. Larrp. I can understand the finding of fact so far as price is 
concerned, but I cannot understand the findings in other provisions 
and in other sections of the order, why the producer has to be placed 
in the position where he has no other alternative than to vote for the 
amendment. 

Mr. Reep. The price provision is only one section of the mechanism 
of getting returns back to producers. Your pooling provisions also 
are quite important because it is through the mechanics of the pool 
that you average up the values of milk in one form or another and get 
it back to the producer. 

If you find, as the result of a hearing, that one type of pool will 
effectuate the policy of the act, whereas another type will not, then 
that is also a question of whether or not you can make a legitimate 
finding that if your pool provision were voted down, amended pool 
provision, that the previous one still effectuated the policy. It is a 
tricky question. 

Mr. Larrp. You can see how that can work to the disadvantage 
of outlying areas? 

Mr. Reep. Certainly it can. 
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Mr. Larrp. It puts the outlying area which is sometimes over 100 
miles away from the actual market in a somewhat ridiculous position 
when it comes to voting on these things. Sometimes they are forced 
to vote against their own best interests. 

Mr. Reep. | understand that and I can sympathize with that 
argument, but I wonder where the order program would wind up if 
you had a policy of letting them vote on each amendment separately. 

Surely a base rating plan, such as I think you are thinking of here, 
does shift distribution of returns to producers depending upon the 
different seasonal curves in production in different areas. 

I don’t know enough about the variations from area to area in 
Chicago to state it for a fact, but I would suspect strongly that you 
probably have a higher seasonal in the outlying portions of the shed, 
and I think the net tendency of that would be to transfer more of the 
pool values to areas which had a lesser seasonal. 

Mr. Larrp. That is what it does. I had it worked out in my office. 

Mr. Resp. There is no question about that. 

Mr. ANDRESEN. Do you operate in any market order areas at the 
present time? 

Mr. DeGourer. Chicago. 

Mr. ANDRESEN. Have you made any investigation to determine 
whether or not there has been an increase in production of milk 
amongst the producers in that area? 

Mr. DeGourer. There has been an increase in production. There is 
no doubt about that. We get our reports every month compared with 
a month ago, a year ago, and so on. There has been an increase. 

Mr. ANDRESEN. Has that increase in production been above the 
average in the country? 

Mr. DeGouter. That I cannot answer. I can answer it this way: 
That our per capita increase per form on our grade A side has been 
more than on our B side of the plant. That I can state. 

Mr. ANDRESEN. They get a blended price in all of these order areas 
and that blended price is higher than the price outside of the area for 
all of the milk? 

Mr. DeGouter. That is right. 

Mr. AnpresEN. There has been argument used with me that be- 
cause of the higher blended price the milk production has been in- 
creased in those areas. 

Mr. DeGoutier. I can just speak for my own area and that is true 
in my own area. I know that. 

Mr. AnprEsEN. I wonder, Mr. Reed, whether you would supply 
whatever information you can get on these order areas showing the 
increase or decrease of milk production? 

Mr. Rzzp. I will be glad to. 

Mr. ANDRESEN. It was argued a year ago that due to support 
price our dairy products would be decreased, which they were on 
April 1 a year ago, from 90 to 75 percent of parity; that it would 
bring about a decrease in production over the country, and particularly 
in the manufacturing areas. 

Have you made any observations on whether or not there has been 
a decrease or increase of production of milk during the past year? 

Mr. DeGouier. Again speaking only from my own experience, I 
believe that price was reduced April 1, 1954. 1954 is the biggest year 
we ever had in production per farm. Production per farm in 1955 
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has been below a year ago until the cows got out on pasture this 
spring, and now it is ahead of a year ago. 

That would indicate to me that either the quality of the feed is not 
as good as it was a year ago or else the farmers are not feeding like 
they did a year ago, because until the cattle got out on grass the 
production per farm was below a year ago. 

Mr. ANpDRESEN. One other question. Have you noted any increase 
in consumption of milk and dairy products during the past 6 or 8 
months in your area? 

Mr. DeGouier. You mean under the Chicago order? 

Mr. ANDRESEN. No, due to the advertising program, promotion of 
milk, and so on? 

Mr. DeGourer. We do not bottle milk so I would not be in a 
position to answer that. 

Mr. AnpRESEN. Have you had any increase in your wholesale 
sales, then? 

Mr. DeGourmr. Yes, we have. I do know the consumption and 
usage in Chicago. 

Mr. AnDRESEN. What percentage? 

Mr. DeGouter. I will not state it. I did have it figured out what 
it was compared to a year ago but the percentage has left me now. 
I know it was above a year ago. 

Mr. ANDRESEN. Will you figure ‘t out and give it to Mr. Reed so 
he can furnish it to us? 

Mr. DreGouter. I will be glad to. 

Mr. Apernetuy. We have another witness this morning, but l 
— like to ask this witness one more question before he leaves the 
stand. © 

You have stated that some of these health ordinances are capricious 
and restrictive, and in some instances | think they are. There is no 
question about it. I speak now of city health ordinances. 

It has been suggested that this situation might be eliminated by a 
Federal law. Do you question the authority of the Federal Govern- 
ment, or the advisability of the Federal Government attempting by 
law, probably with penal enforcement powers, to lay down rules and 
regulations which States and cities would be required to follow to the 
exclusion of ordinances which they themselves think are in the interest 
of their own citizens? 

Mr. DeGourerR. Doing it by force of law may not be the answer. 
In my recommendations I think I stated here that there should be 
more cooperation between States and within States of local producer 
groups and health authorities to bring about uniformity throughout 
the Nation. 

Mr. ABERNETHY. I am inclined to agree with that. I do not have 
a fixed opinion on it, but I do question the authority of the Federal 
Government to strong-arm its way into the matter in the fashion I 
have just indicated. 

If it were constitutional it would set a precedent for intervention 
into local quarantine orders regarding the movement of shrubs, plant 
life, fruit, seed, and so forth into other States where quarantines have 
been set up for very good reasons. 

It might also raise a question as to whether or not States would 
have the right to set intrastate rates for telephone services, freight 
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rates, which they now have a right to do—or at least it is recognized 
they have the right. 

Perhaps my illustration is a little farfetched, but I just seriously 
question the authority of the Federal Government to move in with its 
strong arm on all States and all municipalities and say to them—these 
are the regulations for the movement of milk into and out of your 
respective communities, from which there shall be no deviation. 

Mr. DeGouter. I am inclined to agree with you that it should be 
done on a voluntary basis with encouragement from the Federal 
Government. 

Mr. AsEerNetHy. And more particularly when the thing’ that 
motivates it is not health standards but it is a question of economics. 
This individual has a product he wants to sell and that is the moti- 
vating factor, whereas the motivating factor ought to be to safeguard 
the health of the people of the community. I agree with you, with 
the limited knowledge I have of this subject—and it is very limited—I 
do not think there is any question but that some of these ordinances 
have been invoked for the specific purpose of playing favoritism, shall 
we say, with certain producers and not in the interest of the people 
of the community. 

I thank you very much for your statement, Mr. DeGolier, and we 
will now hear from Mr. George Paul. 


STATEMENT OF GEORGE PAUL, PRESIDENT, NATIONAL 
CREAMERIES ASSOCIATION 


Mr. Paut. Mr. Chairman and members of the committee, since 
time is so short 

Mr. Asurnetuy. I would like to say that I am sorry we kept the 
other witness on so long. I would suggest that maybe we might 
expedite your testimony if we just permit you to read your statement 
or proceed as you see fit and then we will question you. I am not 
shutting anyone off. 

Mr. Pau. That will be very satisfactory and I will try to get along 
as quickly as possible. 

My name is George Paul. I own and operate a general purpose 
farm at Brooklyn, lowa. I also serve in the Legislature of the 
State of Iowa, and as president of the National Creameries Association 
and the State Brand Creameries, Inc. State Brand Creameries is a 
cooperative association located at Mason City, Iowa, and composed 
of over 100 local cooperative associations and proprietary concerns 
that produce butter, cheese, and nonfat dry milk solids, handling 
packaging, sales, and the like for its members. 

In this statement, I am speaking on behalf of the joint committee 
of the National Creameries Association and the American Butter 
Institute. The joint committee, as well as the two member organi- 
zations making up the joint committee, has been described to you by 
previous witnesses, so i shall not burden the record with repetitive 
description. 

In this statement, I desire to discuss some of the self-help plans that 
have been proposed, and proposed marketing quota and production 
control plans for the dairy farmer. I also wish to submit a proposed 
self-help plan developed by the joint committee and its member 
organizations. 
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Before supporting any particular proposal, it would seem to me 
that the Congress should ascertain the degree of severity of the prob- 
lem now confronting us. If, on the basis of current indications; it 
would appear that a very serious surplus situation confronts us, the 
program developed by the Congress would naturally be more drastic 
and far-reaching than if it appeared the dairy situation is showing 
considerable improvement. 


THE CURRENT SITUATION AND OUTLOOK 


Tam happy to inform the Congress that the surplus situation in the 
dairy field has improved greatly since last year. Cow numbers are 
down somewhat and production for the first several months of this 
year has run 1 to 2 percent below the year previous. Of course during 
the flush season they may be picking up a little bit now. Butter and 
cheese production is down between 10 and 15 percent from the cor- 
responding figures a year ago. 

or details regarding cow numbers, production per cow, and other 
relevant production figures, see table 1. 

Consumption of dairy products, on the other hand, has shown some 
increase from 1953. Fluid milk and cream consumption is up slightly. 
Butter consumption per capita is up four-tenths of a pound and cheese 
per capita consumption showed a slight increase, see table 2. We 
should also bear in mind that the population is increasing steadily at 
a rate somewhat in excess of 2 million persons per year. 

The enormously heavy stocks of butter, cheese, and nonfat dry milk 
solids held by the Commodity Credit Corporation last year have shown 
significant reductions during the last half of 1954 and to date in 1955. 

As you will recall, stocks of butter, cheese, and nonfat dry milk 
solids acquired by the Commodity Credit Corporation under the price 
npn program reached unprecedented heights during 1954. Last 
July 28, CCC stocks of butter reached a peak of 466 million pounds, 
cheese stocks reached their peak September 29 at 436 million pounds, 
and nonfat stocks of the CCC reached their peak April 28 at 599 mil- 
lion pounds. Stocks are still heavy, but through a combination of a 
lower volume of purchases in 1954 and to date m 1955, together with 
a markedly accelerated program of disposition of CCC stocks, they 
have been reduced considerably from the very high levels achieved in 
midsummer of 1954. Table 3 shows the purchases and utilization of 
dairy price support commodities from Apri 1, 1952, through April 30, 
1955. During these marketing years, 753.4 million pounds of butter, 
688.8 million pounds of cheese, and 1,467.6 million pounds of nonfat 
dry milk solids were purchased. Total disposition during the period 
amounted to 532.2 million pounds of butter, 371.6 million pounds of 
cheese, and 1,371 million pounds of nonfat dry milk solids. 

Deducting dispositions from purchases shows an inventory in the 
hands of the Commodity Credit Corporation as of April 30, 1955, of 
221.2 million pounds of butter, 317.1 million pounds of cheese, and 
96.6 million pounds of nonfat dry milk solids. 

To summarize: 

NY Milk production appears to be down somewhat from the 1954 


(2) Per capita consumption has shown some increase and the 
accelerated expanded program of industry merchandising and pro- 
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motion through the American Dairy Association and the National 
Dairy Council may be a significant factor in further increasing per 
capita consumption. 

(3) The population is increasing steadily. 

(4) Heavy stocks in the hands of the Commodity Credit Corpora- 
tion have been diminished significantly during the last year. 

The outlook, therefore, is considerably more favorable this year than 
last year and if we can continue to progress in increasing per capita 
consumption and in liquidating the heavy CCC stocks acquired in 
1953 and 1954, the dairy production and demand position should show 
a reasonably good balance in another year or so. 

It would appear that we should not at this time launch upon any 
drastic program for the control of production of milk and butterfat 
on farms or for the limitation of marketings of milk and butterfat 
from farms. Neither should we embark upon some plan whereby 
farmers themselves would finance a program for the continued pur- 
chase of dairy surpluses which must be given away, largely abroad. 
It would seem that under the circumstances which we apparently face 
that we should, for the time being at least, limit ourselves, as far as 
any program financed by the dairy farmer is concerned, to improve- 
ment and expansion of the current industry programs designed to 
increase the utilization of milk and butterfat by our population. In 
other words, that is a positive program, to try to do a better job of 
buying and selling. 

The dairy problem is not one historically of overproduction. If 
you will note in table 1, per capita production, that is production of 
milk per capita of the United States population, is running consider- 
ably below a decade ago. In 1942, for example, per capita production 
was 879 pounds. A low point of 733 pounds was reached in 1952 
and in 1954 the figure was 762 pounds. The reason for the dairy 
surpluses is shown up in significant fashion in table 2. You will note 
from the table that per capita consumption of butter on the average 
1935-39 was 16.8 pounds. Due to wartime restrictions and diversion 
programs per capita consumption declined markedly. In recent 
years our position has been seriously affected by the action of Congress 
in fostering the expansion of the oleomargarine industry through 
permitting said industry to copy all of the major characteristics of 
butter, such as color, flavor, and so forth. 


PRODUCTION CONTROL AND MARKETING QUOTA PLANS 


There have been an increasing number of suggestions in recent 

pores that production or marketings of milk and butterfat from farms 

e limited. These suggestions were particularly prevalent in 1954 
when CCC stocks cunaieal such high levels. 

The organizations which I represent do not believe it is feasible, 
or in the best long-run interest of the producer or consumer, to attempt 
to limit production or marketings from farms in the United States. As 
I pointed out above, per capita production of milk is now considerably 
below previous years. It is our opinion that our major problem in 
the dairy industry is to expand consumption, For example, if per 
capita consumption of milk and cream had been maintained at the 
1945 level, there would be no surplus of manufactured dairy products 
today. Similarly, the butter industry, through, I submit, no fault 
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of its own, has lost a large share of its market. We are slowly but 
surely beating our way back to an increased level of demand for 
dairy products, and our farmers are contributing millions of dollars 
per year to accomplish this purpose, through the ADA programs in 
the various States. 

There can be little doubt that, from the viewpoint of improving the 
health and well-being of our population, expanded consumption of 
milk and dairy products is a factor of paramount importance. 

From the viewpoint of the dairy farmer, it is questionable whether 
restriction of production or marketings of milk and butterfat from 
farms would result in any increase in net income. Reductions in 
production or marketings usually result in less efficiency. Production 
controls inevitably tend to freeze the production pattern and to stultif 
improvements in production practices that otherwise take place. e 
had a good example of that in the wartime restrictions. 

Any production control or marketing quota scheme would inevi- 
tably be to the disadvantage of the efficient commercial milk and but- 
terfat producer. This arises because of the nature of the distribution 
of milk production by size of herd in this country. To illustrate this 
point, I need only to quote the following figures, and, gentlemen, these 
figures are very revealing. They are taken from the 1950 census: 

1. In 1950, there were 3,681,627 farms in this country which re- 
ported cows kept for milk. 

2. The majority of these farms kept very small herds. For example, 
there were 1,058,457 one-cow herds, 646,200 two-cow herds, and 603,616 
farms reporting herds of 3 to 4 cows. Herds of 4 cows or less ac- 
counted for 62.8 percent of the farms reporting cows kept for milk. 
Herds of 4 cows ‘or less accounted for 20.6 percent of the total num- 
ber of cows kept for milk on farms of the United States. (See table 4.) 

3. Sales or milk and the milk equivalent of cream sold from these 
farms in 1950 accounted for 7.1 percent of total sales from all herds. 
When it is recalled that total CCC purchases under the price-support 
programs have usually been quite low in terms of total production and 
sales of milk and cream from farms, and during the 1954 marketing 
year, the year of record purchases, represented about 10 percent of 
total production, it will be readily seen that the production on these 
very small farms is quite important when related to total CCC pur- 
chases of dairy products under the price-support program. 

Mr. Jonnson. You stated here the percentage of these small pro- 
ducers, but you have not stated—maybe you cannot get that—what 
percentage of the total milk in the country these small herds of 3 to 4 
cows produce. You mentioned 62.8 percent. 

Mr. Pauw. That is the percent of the farms reporting cows kept 
for milk, and 20.6 is the percent of the total number of cows kept 
for milk on those farms. Then, in the next paragraph we state that 
sales of milk and the milk equivalent of cream sold from these farms 
in 1950 accounted for 7.1 percent of the total sales from all herds. 

Mr. Jonnson. These small farms, so far as their production is 
concerned, do not come up to what the large farms produce. It is 
more of a sideline with them, whereas the man with 15 or more cows, 
it is a business with him, 

Mr: Pavut. That, of course, is true, but the production of milk 
from these small herds is a very significant factor in the total overall 
production of milk which enters into commerce. 
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Mr. Jounson. But it is not as great as the figures in paragraph 2 
would lead one to assume, 

Mr. Pau. These figures in paragraph 2 have to do with the 
number of small cow herds reporting and the number of cows kept 
for milk, and as far as sales go, it would represent probably 7 to 10 
percent of the total. 

Mr. Jounson. Could you make an estimate and put it at this 
point in the record as to the total, the percentage of the total milk 
in the country these small herds produce? 

Mr. Pau. Yes, and I should like to reserve the right to correct 
that figure if I have not stated it correctly. 

Mr. Apernetay. All right, proceed. 

Mr. Pau. It would seem to be quite reasonable to believe that 
administrative difficulties in accomplishing the vast amount of paper- 
work involved with the large number of small farms might well lead 
to exempting these farms from any production-control or marketing- 
quota plan. As a matter of fact, the Secretary has indicated this 
probability heretofore in regard to this matter. Yet these farms do 
produce significant volumes of milk and butterfat, and if they were 
to be exempted, a heavier cut. would have to be made in production 
or marketings from the larger farms brought under the plans in order 
to achieve a given reduction in production and marketings. The 
larger farms tend to be the most efficient, and there can be little 
doubt that reduction in production and marketings from individual 
farms would bear heaviest on the more efficient farmers, increase their 
costs of production, freeze their production patterns, and in general 
inhibit the development of more efficient production and marketing 
techniques. Also, loss of volume would increase protessing and mar- 
keting costs. I am sure that the creameries which make up State 
Brand Creameries would show significant increases in processing and 
marketing costs if volume were reduced, and this would further reduce 
farmer income. 

Marketing-quota plans, whereby the farmer would be given a quota 
representing his share of the national market, based on past sales 
from his farm and total commercial sales of milk and dairy products 
in the United States, seem to us to be subject to the same criticism 
from is administrative point of view as production control plans 
as such. 

I shall not describe or attempt to evaluate in detail the many types 
of production control and marketing quota plans that have been 
advanced. The United States Department of Agriculture furnished 
the Congress a comprehensive description of such proposals in its 
Study of Alternative Methods for Controlling Farm Milk Production 
and Supporting Prices to Farmers for Milk and Butterfat, published 
as House Document No. 57, 84th Congress, 1st session. 

Suffice it to say in summary, regarding. control and quota schemes 
that: 

1. We do not think such proposals are administratively feasible, 
and probably would do far more harm than good to the dairy farmer 
over a period of time. 

2. We do not think that any production control, price support, or 
marketing quota, plan that would be financed by the dairy farmer is 
fair. By this.we mean that the major difficulties now confronting 
the dairy farmer are due in quite large part,to Government dairy 
programs during the war, and to the approval of the Congress in 
permitting oleomargarine to copy the major attributes of butter. 
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3. We think that the dairy situation shows very real signs of 
righting itself over the next few years. Consumption seems to be on 
the upgrade, production has apparently leveled off, and the CCC is 
moving with considerable speed in reducing its inventories of dairy 
products under the several programs approved last year by the 
Congress. 

SELF-HELP PLANS 


From time to time, proposals have been advanced whereby the 
farmer would finance his own program of price support or production 
and marketing control. This would be accomplished by levying a 
processing tax or stabilization fee at the point of first purchase of 
milk and butterfat delivered from farms. 

Also, considerable attention has been developed regarding a 
marketing quota plan, also producer financed. 

We do not believe that either of these plans should be enacted 
partly because of what we consider to be basic flaws in the proposals, 
and partly because we do not think the dairy situation at this time 
warrants launching a vast program such as each of these plans 
visualizes. 

In view of improvement in the dairy supply and demand situation, 
we wish to recommend to the subcommittee at this time a self-help 
plan that is designed to permit a marked increase in the efforts of 
the dairy industry to increase the demand for its products and there- 
by contribute to bringing supply and demand into balance, without 
launching on a highly involved scheme of regimentation through pro- 
duction control or marketing quotas, or some plan under which pro- 
ducers would be taxed to buy up the surpluses and give them away, 
largely abroad. 


THE SELF-HELP PLAN OF THE JOINT COMMITTEE 


The major features of our proposal are as follows: 

(1) It would be the declared policy of the Congress to promote a 
more stable balance between demand for and supply of dairy products 
in the United States through an expanded program to (a) promote 
more effective merchandising of milk and dairy products, (6) expand 
the health and education work with consumer groups, (c) promote 
efficiency in marketing and utilization of milk and dairy products 
through an expanded program of marketing research, and (d) to pro- 
vide the means whereby dairy farmers of the United States can finance 
the program designed to increase consumption of milk and butterfat 
and research in improved marketing and merchandising practices 
through the payment of a program fee levied at the point of first 
purchase of ilk and butterfat. 

(2) A small program fee would be levied on all milk and butterfat 
sold from farms in the United States at the point of first purchase. 

(3) The money collected from this fee would be used to promote 
the sale of milk and dairy products, increase marketing research, and 
increase the health and educational work being carried on by the 
industry at this time. 

(4) Phe Secretary of Agriculture would administer the program 
with the advice of a Dairy Advisory Board. The Board would be 
appointed by the President and would be composed of 12 members, 
who shall be producers of milk or butterfat, except that 6 of the pro- 
ducer members of the Board may be officers of employees of coopera- 
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tive associations meeting the requirements of the Capper-Volstead 
Act (7 U.S. C., secs. 291-292); 5 members shall be processors of 
milk and dairy products other than producers or cooperative associa- 
tions of producers; and 3 members shall be appointed as public mem- 
bers representing the public at large. 

The duties of the Board would be to advise the Secretary as to the 
agencies which he would use in carrying out the promotion, merchan- 
dising, and research activities that would be authorized by the pro- 

osed law, advice as to the suspension or reduction of the program fee 
evied by the proposed law, and advice as to the allocation and expendi- 
ture of funds collected from the program fee. 

(5) The Secretary would be authorized to allocate the moneys 
collected from the program fee among the programs authorized by 
the proposed law and to contract with nongovernmental organizations 
or firms to carry out the programs. 

It is at this point that the important provision of this proposal, 
insofar as it relates to the administration of the proposed bill, becomes 
apparent. The proposed bill is designed to give the Secretary, as 
recommended by the Board, general supervisory control of the allo- 
cation and expenditure of the money collected under the program fee. 
However, under the proposal the Secretary is supposed to use regu- 
larly organized nongovernmental firms and organizations in carrying 
out the programs authorized by the proposed bill, as for example the 
American Dairy Association and the National Dairy Council. It is 
not intended that the Department of Agriculture establish a new 
division and engage in the detailed operation of a promotion, mer- 
chandising and research program. 

(6) The maximum program fee that could be levied pursuant to 
this proposed bill is 1 cent per pound of butterfat in cream delivered 
from farms to plants, and 4 cents per hundredweight of milk delivered 
from farms to plants in the form of milk. 

At the maximum fee permissible under the proposed law, approxi- 
mately $40 million would be collected each year for the conduct of the 
programs authorized by the law. 

However, in case the Advisory Board and the industry thought that 
a sum such as $40 million could not be used effectively in any given 
year, the Secretary is authorized to suspend the program fee or to 
reduce it. Thus, if it was considered that only $10 million could be 
expended effectively for the purposes of this program, the Secretary 
would have the authority under our proposal to reduce the fee to 1 
cent per hundredweight for milk and one-fourth per pound of butterfat 
at which rates approximately $10 million would be collected. 

This program is designed to augment, not to replace, the current 
program of the American Dairy Association and the National Dairy 
Council, which is now financed largely by voluntary deductions from 
producers. 

One or two States, like lowa, for example, have laws that require 
a checkoff or an excise tax to implement our part of the American 
Dairy Association program, and it is collected by law and administered 
by what is known as the Iowa Dairy Commission. Other States 
have voluntary collections under the ADA program. Of course, 
under this proposal, it would not longer be necessary to spend signifi- 
cant sums of money securing voluntary contributions from farmers, 
and all farmers would contribute equally. Under the voluntary 
program, of course, some farmers do not choose to cooperate, thereby 
avoiding paying any of the costs. 
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Under the recently expanded program of the American Dairy 
Association, somewhat over $4 million will be spent this year in 
promotion and merchandising. The available evidence seems to 
indicate rather clearly that the current program is a factor of im- 
portance in maintaining and in expanding the per capita consumption 
of milk and dairy products, and it is felt that the expansion of the 
program such as would be authorized by this law would permit 
doing an even more effective job. 

It seems to the joint committee that a proposal of this nature is far 
superior to more drastic proposals which have been made such as 
proposals to control production, set up a quota system, or tax farmers 
for the very high costs of removing the heavy surpluses that we have 
encountered the last couple of years, particularly when it is recalled 
that the farmers themselves are not nearly as responsible as the 
Government for the development of such surpluses. 

It is our considered judgment, as pointed out previously in this 
statement, that it is practically impossible to control production of 
milk on farms in the United States. 

The proposal which we are submitting to you visualizes that the 
dairy industry would expand the demand for its products sufficiently 
to eliminate the surpluses. We think such a proposal is much more 
sound than drastic production control programs and continued 
programs of purchasing our surpluses and giving them away, largely 
abroad. At the least, we think that a proposal of this nature should 
be given an opportunity to demonstrate whether or not it will solve 
or . least go a considerable distance toward solving the dairy surplus 
problem. 

There is attached hereto as appendix A a copy of a proposed bill 
designed to provide the legal authority for carrying out the program 
described herein. We recommend its acceptance by this committee. 

I wish to thank you gentlemen of the subcommittee very much for 
the Ravin of appearing before you. 

(The following documents were submitted by the witness:) 


TABLE 1.—Milk cows and milk production on farms, United States, 1940-54 


Production per milk | Total milk production 
cow 


Number of on farms } 


Butterfat} Quantity eae 


1 Excludes milk sucked by calves and milk produced by cows not on farms. 
2 Preliminary. 


Source: Reports of the Agricultural Marketing Service, USDA. 
62203—55—pt. 2-6 
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TABLE 2.—Per capita consumption of major dairy products and oleomargarine, 
average, 1935-39, and annual, 1943-54 


Fluid milk 
and cream 


Evaporated Nonfat 


16.0 
15. 5 
15, 2 
14.5 


ds 
2. 
3. 
3. 
4, 
3. 
4. 
6. 
5. 
6. 
6. 
7. 
7. 
8. 


Source: U. S, Department of Agriculture, Agricultural Marketing Service, the Dairy Situation, October, 
54. 
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TABLE 3.—Status of dairy price-support purchases and utilizations, Apr. 1, 1952, 
through Apr. 30, 1955 


{Pounds] 


Cheddar Nonfat dry 


Butter cheese milk solids 


Purchases: 
1952-53 (April 1, 1952 to March 31, 1953) 148, 348, 182 75, 236, 131 210, 410, 097 
1953-54 (April 1, 1953 to March 31, 1954) ___-......-.. 380, 184, 566 452, 485, 208 665, 871, 918 
1954-55 (April 1, 1954 to March 31, 1955) __...__..__- 210, 709, 029 153, 341, 442 523, 207, 269 
1955-56 (April 1, 1955 to April 30, 1955) wie 19, 156, 864 7, 705, 652 68, 068, 979 


753, 398, 641 688, 768, 433 1, 467, 558, 263 


S: 
Commercial domestic sales........ ......--- oo ae 23, 609, 516 128, 185, 742 
Animal and mixed feed sales ois Rasika pias diate 
Section 32 outlets 37, 236, 449 
Section 416 donations: 
OND iin otitis unbdbadsdcnccinwupeeeek de 94, 195, 809 74, 439, 021 
Foreign ! 202, 527, 330 121, 137, 592 
Commercial Export Sales 2, 491, 059 576, 887 
Noncommercial Export Sales ! 25, 551, 300 3, 306, 900 271, 695, 760 
U. 8. Army transfers 63, 089, 098 2, 229, 347 7, 131, 803 
Ue ED WL: Sed etna wick Gots a chlitabeda cone oan 9, 113, 000 11, 581, 708 
4, 631, 456 j 80, 000 
532, 217, 271 371, 635, 938 1, 370, 951, 423 
221, 181, 370 317, 132, 495 96, 606, 640 


1 Butter total includes the following quantities of butter programed for conversion to butter oil for dis- 
tribution through the 3 following outlets: 58,706,000 pounds for section 416; 18,937,500 pounds for noncommer- 
cial export, and 2,680,000 pounds for FOA. 

2 Other uses include butter salvage sale, cocoa butter extender sales, butter sales and donations to the 
Veterans’ Administration, donations of dry milk for research, and butter sold for liquid milk recombining. 


Source: Release 1127-55, USDA, May 6, 1955. 
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TaBLE 4.—Number of farms reporting milk cows and number of milk cows, by 
size of herd, United States, 1950 





Milk cows, 1950 Percentage of total 


Size of herd 
Farms re- Number of Farms Number 


porting milk cows |reporting — 


United States, total 3,681,627 | 21,367,470 


_ 


1 milk cow 1, 058, 457 1, 058, 457 

2 milk cows 646, 200 | , 292, 400 

3 or 4 milk cows . 603, 616 , 069, 811 
7 


eee 
_ pese sens) Ss 
AAW NWN Qh Q®W oS 


1 
2 > 
5 to 9 milk cows 717, 196 | 4, 758, 496 
10 to 14 milk cows. 317, 275 | 3, , 832 
15 to 19 milk cows 155, 820 2 , 705 
20 to 29 milk cows. -- ; 119, 308 | 2. . 
30 to 49 milk cows 46, 940 | 1 
1 


50 milk cows and over 16, 815 


758, 

04 
589 
758, 128 
691, 594 
444, 047 


eeBSavoee |S 
Qcond# w-10 0 o 








’ 
’ 
’ 
’ 





Source: Bureau of the Census, U. 8. Department of Commerce. 


TaBLE 5.—Sales of milk and milk equivalent of butterfat in cream sold from farms in 
the United States, by size of herd, 1950 
it | 
Milk Total 
Size of herd Milk Percent | equivalent; Percent milk and 
in cream cream 


Million 
pounds 


— i pt 


0. 
I, 
4. 
7. 
8. 
5. 
8. 
11.7 


11.1 
100. 0 


pe SBSsan 


0. 
2. 
3. 
7. 
6. 
20. 
13. 
13. 


co} ceoor oor OF 


s 





NotTeE.— United States total is larger than totals listed by size of herd because of deletion of item represented 
by sales from farms previous year which had no cows at time of census tabulation. 


Source: Bureau of the Census, U. 8S. Department of Commerce. 


APPENDIX A 


Se_F-HEeLP PROPOSAL OF THE JOINT COMMITTEE OF THE NATIONAL CREAMERIES 
ASSOCIATION AND THE AMERICAN Butter INSTITUTE 


A PRODUCER-FINANCED PROGRAM FOR THE EXPANSION OF CONSUMPTION OF MILK 
AND DAIRY PRODUCTS IN THE UNITED STATES 


A BILL To provide for a nationwide program for the expansion of consumption of milk and dairy prod- 
ucts; to improve the health and well-being of the population; to promote an expanded program of research 
in dairy marketing; to impose a program fee on the production for sale of milk or butterfat; and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in operas assembled: 

Section 1. This Act may be cited as the ‘Dairy Promotion, Marketing, and 
Research Act of 1955’. 

Sec. 2. Lecisuative Finpine. Milk and dairy products represent one of the 
most ees sources of foods needed for a highly nutritious diet for the people 
of the United States. At present, the people of the United States are lagging 
far behind the people of some other nations in their consumption, per capita, of 
milk and dairy products. It is in the national interest that farms of this country 
produce milk and dairy products in sufficient volume for the population to have 
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available adequate supplies of milk and dairy products, and to aid in developing 
a pattern of use of agricultural resources designed to maintain the soil resources of 
the country. It is equally in the national interest that consumers have available 
full information as to the benefits to health and well-being to be derived from 
increased consumption of milk and dairy products, and that there be undertaken 
an expanded program of market research which will aid in improving quality of 
milk and dairy products and in making more efficient the system of processing and 
delivering milk and dairy products from farms and plants to consumers. 

Sec. 3. DECLARATION OF Po.icy. It is hereby declared to be the policy of 
the Congress to promote a more stable balance between supply of and demand for 
dairy products in the United States through an expanded program designed to 
(a) promote more effective merchandising of milk and dairy products, (b) expand 
the health and education work with consumer groups, (¢c) promote efficiency in 
marketing and utilization of milk and dairy products through an expanded pro- 
gram of marketing research, and (d) to provide the means whereby dairy farmers 
of the United States can finance the program designed to increase consumption of 
milk and butterfat, and research in improved marketing and merchandising 
practices through the payment of a program fee levied at the point of first purchase 
of milk and butterfat. 

Sec. 4. DEFINITIONS.— 

(a) ‘“‘Milk’’, “butterfat’’, and “dairy products” mean milk, butterfat, and all 
products of milk and butterfat commercially produced and marketed in the 
United States. 

(b) The term “Secretary”? means the Secretary of Agriculture, and the term 
‘‘Department”’ means the United States Department of Agriculture. 

(c) The term ‘‘person’’ means any individual, partnership, corporation, 
association, or any other business entity duly organized and operating under the 
laws of the United States or the several states and territories. 

(d) “Milk producer” or “‘producer” means any person engaged in the produc- 
tion of milk or butterfat for sale. 

(e) The term ‘Board’”’ means the Dairy Advisory Board. 

(f) ‘‘Program fee’’ means the excise tax levied on the sale of milk and butterfat 
and rn at the point of first purchase to finance the programs authorized by 
this Act. 

Sec. 5. Darry Apvisory Boarp. There is hereby established a Dairy Advisory 
Board consisting of twenty members, to be appointed by the President. Twelve 
members of the Board shall be producers of milk or butterfat except that six of 
the producer members of the Board may be officers or employees of cooperative 
associations meeting the requirements of the Capper-Volstead Act (7 U. 8. C. A., 
secs. 291-292); five members shall be processors of milk and dairy products 
other than producers or cooperative associations of producers; and three members 
shall be appointed as public members representing the public at large: Provided, 
however, That no person shall have more than one representative on the Board. 
The Secretary, or his designated representative, shall be an ex officio member 
of the Board. In appointing the producer and processor members of the Board, 
the President shall: 

(a) Endeavor to secure appropriate regional representation from the several 
important dairy regions of the United States. 

) Endeavor to secure appropriate representation of the several major products 
produced from milk and butterfat, including, but not limited to, fluid milk, 
butter, cheese, dry milk solids, frozen products, and condensed and evaporated 
milk products. 

Sec. 6. Terms or Boarp Memsers. Terms of Board Members shall be two 
calendar years, and members may be reappointed for only one additional two- 
year term at the discretion of the President. 

Sec. 7. The Board shall meet at the call of the Secretary, or upon eall of 
the Chairman. Each Board member shall be entitled to receive a per diem of 
$50 for each day’s attendance at Board meetings and while traveling to and 
from such meetings, and travel, subsistence, and other expenses as incurred in 
discharging their duties as directed by the Board. 

Sec. 8. Duties or tHE Boarp. The Board shall serve in an advisory capacity 
to the Secretary in the conduct of the Secretary’s duties in administering the 
powers conferred upon him by this Act, including but not limited to the following: 

(a) Advice as to agencies with which the Secretary may contract in carrying 
out the promotion, merchandising, and research activities authorized by this Act; 

(b) Advice as to the suspension, in whole or in part, of the program fee levied 
under this Act; 
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(c) Advice as to the allocation and expenditure of funds collected from the 
program fees among the several activities authorized by this Act. 

Sec. 9. Powers or THE Secretary. The Secretary shall have the following 
powers under this Act: 

(a) To allocate the moneys collected from the program fee among the several 
program activities authorized by this Act and recommended by the Board; 

(b) To contract with nongovernmental organizations or firms which may 
include but are not limited to the American Dairy Association and the National 
Dairy Council, to carry out programs approved by the Board and the Secretary: 
Provided, however, That none of the funds collected pursuant to the provisions of 
this Act shall be used to promote any brand of any person, or any other brand 
name that might be applied to milk or any of its products: 

(ec) In the conduct of the powers and duties conferred on the Secretary of 
Agriculture by this section, it is intended that he shall, with the advice and 
assistance of the Board, have general supervisory control over the allocation of 
program funds and expenditures thereof, to agencies selected by him to conduct 
the operational details of the several programs: Provided, That it is not the 
intent of this section that the Secretary or the Department assume the direction 
of operational details of authorized programs, such as the media or persons to be 
used in promotion campaigns, or the format, makeup, or production of promo- 
tional and merchandising material: And provided further, That none of the funds 
allocated to research programs hereunder shall be considered to be in replacement 
or in lieu of funds appropriated by the Congress for research under the Agricultural 
Marketing Act of 1946. as amended (7 U. 8. C. A., sees. 1621-1629). 

(d) To report and account fully to the President and the Congress the results 
of operations annually, together with an evaluation of the programs authorized 
and operated pursuant to this Act. 

Sec. 10. ProcGram Frr.— 

(a) There is hereby levied against all producers of milk and butterfat for sale, 
effective January 1, 1956, a program fee in the amount of four cents per hundred- 
weight of milk delivered from farms to plants, and in the amount of one cent per 
pound of butterfat in cream delivered from farms to plants: Provided, however, 
That the Secretary may suspend the application and collection of said program 
fee, in whole or in part, for any calendar year, or part thereof, by determining and 
publishing on or before the first day of the month preceding the period for which 
such suspension is to be in effect, his finding that the full amount of the program 
fee will not.be needed to finance and carry out the programs authorized by this 
Act and approved by the Secretary, with the assistance and advice of the Board. 

(b) In exercising his power of suspension under the proviso of paragraph (a) 
of this section, the Secretary shall take into consideration the unexpended balance 
available to him in the special fund created for the purposes of this Act, the 
budgeted financial requirements to carry out the programs authorized under this 
Act and the intent of the Congress that the funds collected under this Act should 
be, as nearly as practicable, commensurate with the estimated costs of the pro- 
grams to be administered during any calendar year. 

(c) Every person purchasing milk, butterfat, or any product of milk and 
butterfat from a producer (except purchases by consumers other than commercial 
processing) shall withhold from the purchase price an amount equal to the program 
fee levied herein, and shall remit the sums so withheld to the Commissioner of 
the Internal Revenue Service. For the purposes of this section, milk, butterfat, 
and dairy products delivered by a producer to a cooperative association of pro- 
ducers shall be subject upon such delivery to the program fee levied herein. 
Returns shall be filed and remittances made monthly by such purchasers in 
aaa with rules prescribed by the Commissioner of the Internal Revenue 

rvice. 

(d) Producers of milk, butterfat, or dairy products holding licenses or permits 
issued by Federal, State, or local agencies authorizing them to sell milk, butterfat, 
or dairy products directly to consumers shall file returns and pay the program fee 
on all sales made by them to consumers. 

(e) In fluid milk markets operating under marketing orders issued by the 
Secretary pursuant to the Agricultural Marketing Agreement Act of 1937, as 
amended, handlers subject to the minimum price provisions of such order shall 
withhold from the payments to producers required by such orders a sum equiva- 
lent to the volume of milk or butterfat received from producers delivering to 
them multiplied by the program fee levied herein, and shall file returns and make 
remittances monthly of the sums so withhheld to the Commissioner of the Internal 
Revenue Service. 
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(f) The Internal Revenue Service shall collect the program fees levied herein 
and shall prescribe such rules and regulations as may be necessary to accomplish 
that purpose. 

(g) The collection of the program fee levied herein shall be enforced in the same 
manner that the collection of Federal excise taxes are enforced, and the remedies, 
— and punishments provided by law or regulation for enforcement of 

ederal excise taxes shall be applicable to the enforcement of the program fee. 

Sec. 11. APPROPRIATIONS. here is hereby appropriated for the fiscal year 
ending June 30, 1956, and for each fiscal year thereafter, an amount equal to the 
total program fee collected by the Commissioner of the Internal Revenue Service 
pursuant to this Act. Such funds shall be maintained in a separate fund and shall 
remain available to the Secretary upon demand, to be used by the Secretary 
only for the purposes authorized and provided for in this Act. 

Sec. 12. No member of the Board may hold or acquire any fiscal interest in 
any agency or firm used by the Secretary in carrying out the powers and duties 
conferred upon him by this Act. 

Sec. 13. The activities and operations authorized by this Act shall begin 
January 1, 1956; except that the Board may be organized within three months 
preceding the effective date of this Act. The Secretary is authorized to expend 
from general funds available to him the amounts necessary for the conduct of 
the business of the Board during the period from the date of organization of the 
Board and the effective date of this Act. 


Mr. Apernetuy. We are sorry we reached you a little late, Mr. 
Paul. Some of the members just advised, with apologies, they had 
to leave. 

As I interpret your statement, in a general way you seem to feel 
that the dairy surplus problem might pretty well solve itself under 
its present progress in 2 or 3 years? I do not mean to say that you 
do not feel there are some programs which can be enacted to help 
the situation, but generally speaking you feel you have made con- 
siderable progress in the last year or 2 and that if that progress con- 
tinues in the next 2 or 3 years it might result in production and 
consumption coming in balance? 

Mr. Pau. That is true, but, as you state, I do not think we 
should leave any stones unturned to promote our production. 

Mr. Asernetny. I think you pointed out that the dairy industry 
itself has contributed largely to this progress by an extensive pro- 
motional program. You have made some progress in that regard? 

Mr. Paut. Yes, sir. 

Mr. Asernetuy. Mr. Johnson has a question he wants to ask. 

Mr. Jounson. Could you furnish the committee with a list of all 
the organizations that belong to your National Creameries Asso- 
ciation and also the American Butter Institute? 

Mr. Paut. Yes. 

Mr. Jonnson. How many cooperatives do you have that belong 
to your association? 

Mr. Paut. The National Creameries Association comprises several 
Midwest States such as Montana, the Dakotas—— 

Mr. Jounson. I asked how many cooperatives. 

Mr. Paut. Probably 85 percent of the local cooperatives are in the 
National Creameries Association. 

Mr. Jonnson. And then you have the American Butter Institute. 
What is it made up of? I believe Mr. Reed represents them, also. 

Mr. Reep. Yes. 

Mr. Jounson. Does Swift & Co. belong? 

Mr. Reep. Yes, they belong to the American Butter Institute. 

Mr. Jonnson. Will you furnish for the record everybody that 
belongs to those two organizations? 
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Mr. Reep. I will try to do that. 

Mr. Jonnson. I am not familiar with the laws of Iowa, but are they 
as liberal as Wisconsin on cooperatives? Does each member have 
only one vote that belongs to a cooperative? 

Mr. Pauu. Yes. We have the 1935 cooperative law which sets up 
a pure cooperative under the Danish plan. I happen to be president 
of our State cooperative association, the State Brand Creameries, Inc. 

Mr. Jounson. You are also president of the National Creameries 
Association? 

Mr. Pauw. Yes. 

. JOHNSON. You are opposed to production control? 

. Pauu. Yes. 

. JOHNSON, Your organizations are largely processors? 

. Pau. Yes. 

. JoHNSON. You process the farmer’s milk when it comes in? 

. Paut. Yes. 

. Jounson. And the more milk he produces the more you 
collect? 

Mr. Rezegp. I would like to answer that. 

Mr. Jounson. Let this gentleman answer. He is in the creamery 
business. 

Mr. Pauu. Up to a certain point. 

Mr. Jonnson. You would not take the farmer’s milk if you could 
not get rid of the butter and cheese. There is no law that says you 
have to take it. You get something on every pound of butter that 
goes through your plant? 

Mr. Pau. We take all that comes into our local plants. 

Mr. Jounson. And the more that comes in the more you make? 

Mr. Pau. Up to a certain point. You can have a large volume at 
a low price. 

Mr. Jounson. You have the Federal Government buying the sur- 
plus now? 

Mr. Pau. That is true; we are operating under the surplus pro- 

am. 

YM JouHNnsON. I am interested in what the farmers think about 
production controls and marketing quotas, and production payments, 
and not what the processors think about it. Have you talked to the 
farmers about what they think about production control? 

Mr. Pau. I am a farmer myself. 

Mr. Jonnson. I know, but maybe you are a gentleman farmer. 
You are not out there farming. I tried farming myself when I was 
practicing law, but I found out the best thing to do was to let the 
laxteierd the farming and for me to stay in town and practice law. 

Mr. Pavt. I got rung in on a lot of things. 

Mr. Jonnson. Do you not agree that you as a processor are not in 
a position to come here and tell the Congress what the farmers want? 

Mr. Pavut. I have never heard farmers say they want production 
control. 

Mr. Jounson. Is it not true that every time a farmer produces 
too much milk his pocketbook suffers by it? 

Mr. Pavt. In a situation of absolutely free competition that would 
be true, but in the situation under which we are now operating it 
would not be true. 

Mr. Jounson. Why not? Is he not getting less for his milk now? 
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Mr. Pau. That has come about, no doubt, because a year ago the 
support price was higher. I ama farmer. I am on your side. 

Mr. Jonnson. I put in legislation to O. K. production controls 
and marketing quotas with production payments to find out what the 
farmers want, and it would seem if the farmer was operating in a free 
market you would have an argument. He has to pay the machine 
manufacturer the price that is asked for the machinery and everything 
else he buys and he has to take for his product what you will pay him. 

Mr. Pau. In some commodity areas we have what is known as 
a buyer’s market, where you can go in and deal more advantageously 
than you could some time ago because, after all, the level of farm in- 
come has dropped. I happen to come from a hog-corn area. 

Mr. Jonnson. That is more of an auction sale proposition? 

Mr. Pauu. No. I am talking about things the farmer has to buy 
like machinery and automobiles. 

Mr. Jounson. You mean he can tell them what he will pay? 

Mr. Paut. No, but he can bargain with them more advantageously 
because he can go in and tell them, “I have so much money to spend 
and if you will sell it to me for that I will buy it, and if you will not, 
keep it.”’ 

Mr. Jounson. That is a matter of bargaining with the retail dealer. 
The prices are set by the national organizations. Because of the 
farmer’s situation the retail dealers have to cut their margin in order 
to do business, but the big machine manufacturers are still getting 
their price. 

Mr. Pau. That is correct, the machinery dealers are at a dis- 
advantage. 

Mr. Jounson. That is all. 

Mr. AsernetHy. Mr. Polk. 

Mr. Po.k. I wish to address my comment to Mr. Reed and change 
the subject a little bit. 

Yesterday, Mr. Reed, you gave us a very strong argument in 
opposition to compensatory payments. You made a very strong 
case against compensatory payments. Then after the hearing yester- 
day I was advised that when you were with the Department of 
Agriculture as head of the Dairy Branch, I believe, that you approved 
compensatory payments in the Boston milk order and that you gave 
very strong arguments and reasons for compensatory payments in 
that order. I wonder if you would care to comment on why you 
changed your mind? 

Mr. Rep. Yes, sir, I would like very much to address myself to 
that subject. Apparently there has been considerable research done 
by the Dairy Branch as to the principles that I followed when I was 
Chief of the Dairy Branch, and I have been chided a little bit by 
some members of the staff of the Dairy Branch of the Department of 
Agriculture. 

The situation in Boston was in no sense similar to or the same as 
this widespread restrictive device they have operating now. All of 
the time I was Chief of the Dairy Branch, one of our major worries 
in developing orders was to develop them in such a way that we did 
not put in a device which we thought violated section 8c (5) (G). 

Mr. Potx. How did the Boston order differ? 

Mr. Reep. That was along time ago. I would have to refresh my 
memory by looking at the actual document, but as I recall, and subject 
to correction either in the record or in a letter to you, it involved a 
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fringe handler who did not ship any milk into the area whatever but 
he shipped in cream. That cream was from an approved milk source, 
but the Boston market is an open cream market. Cream can come 
in from the Midwest or anywhere else, and I think you can see the 
circumstances there would be markedly different in bringing a person 
of that kind who is selling a product into the market which did not 
require the same inspection that the fluid milk required as compared 
to the situation here in compensatory payments where the milk that 
is excluded is qualified for milk as such and actually is used as milk. 

I am quite aware also of the argument that the manner in which we 
handled producer-distributors in those days laid the groundwork for 
compensatory payments, and I will state to you unequivocally that 
that is not the case as far as my conduct of the Dairy Branch is 
concerned. 

Mr. Poxk. I have been advised that you gave such cogent argu- 
ments in favor of compensatory payments at the time of the institution 
of the Boston order that your arguments are being used as authorities 
even today, that they were very fine arguments and that you were the 
one who started the compensatory payments. 

Mr. Resp. I would be very glad to go back and check the record 
and see what was said. I cannot bear in my memory every document 
I approved when I was Chief of the Dairy Branch. 

For the record I would also like to state that when I was in the 
Dairy Branch I was coauthor of a bulletin which set forth some of the 
factors involved in setting milk prices, and that established the reasons 
why these various marketing plans develop, and it also points out the 
abuses to which these marketing plans can be devoted, and that is still 
an official publication of the Department of Agriculture. 

Mr. Poxk. I am glad to have your explanation. I am not sure you 
have given a satisfactory explanation, but I was just puzzled after I 
learned you started the compensatory payment program in the Boston 
order and that your arguments were so profound and so appealing that 
they are still being quoted as basic arguments on this question. I was 
surprised when I found you had changed your mind and that you are 
now very much opposed to compensatory payments. 

Mr. Reep. Well, I would like to state that I have not changed my 
mind, and that any proposal of that nature in the Boston order was 
not visualized, at that time, as being something that would be used 
throughout this country to restrict the movement of milk into milk 
markets, and it seems to me in circumstances of this nature that my 
memory of what passed through my mind when that document was 
cleared is all I can give you. 

I do not recall the specific reasons advanced, but as far as I am 
concerned, with respect to the use of restrictive devices, I have not 
changed my mind since I came into the Dairy Branch, to this day. 

And the Department, I might say, has had much more recent 
official representations from me as to our position, which seems to me 
should be given just as much cogency as some allegation that in 
previous years I started something which I claim I did not. 

Mr. Poxx. That is all. 

Mr. ABERNETHY. If that is all, we thank you very much, Mr. 
Reed, and the committee will stand adjourned until 10 o’clock in the 
morning. 

(Whereupon, at 12:20 p. m., the subcommittee adjourned, to 
reconvene at 10:00 a. m., Friday, June 3, 1955.) 
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FRIDAY, JUNE 3, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Dairy Propucts OF THE 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met at 10 a. m., in room 1310, House Office 
Building, Hon. Thomas G. Abernethy (chairman of the subcommittee) 
presiding. 

Mr. ABERNETHY. The committee will come to order. 

We are met this morning for the purpose of hearing testimony on 
the National Farmers Union. 

I believe we have James G. Patton with us. We are glad to have 
you. 

I understand you will open the testimony for your group? 
* Mr. Parton. Yes, sir. 
” Mr. Apernetuy. We are delighted to have you back with the 
committee. 

Mr. Patron. Thank you very much, Mr. Chairman. I am very 
happy to be here. 

Mr. Asernetnry. I note, Mr. Patton, that your statement, the one 
being passed about here, is quite lengthy. 

Mr. Parron. Yes, sir. 

Mr. AperNetHy. Do you desire to read the entire statement? 
I don’t want to cut you off but I want, to find out your procedure. 

You have other witnesses and it will be impossible to go into the 
afternoon. 

Mr. Patron. This statement you have before you is a composite 
of the statements of the men who will appear with me. 

Parts of these statements will be asked to be filed with the committee. 
Part of these will be read. 

My own statement is not very long and the individual ones will be 
presented by the other witnesses. 

Mr. Asernetay. The other witnesses I have listed here are to give 
statements themselves? 
» Mr. Parton. They will read their section of this composite state- 
ment, Mr. Chairman. 

Mr. ABERNETHY. Would you like to have them seated at the table 
with you now? 

Mr, Patron. I would like to call them up one at a time. There 
are too many to come up front. 

Mr. Apernertuy. All right. 
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STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL 
FARMERS UNION 


SOLUTIONS TO ECONOMIC PROBLEMS OF MILK 


Mr. Parron. Mr. Chairman and members of the committee, for 
the record, I am James G. Patton, president of National Farmers 
Union. 

As we reported to your committee at an earlier hearing, the board 
of directors of National Farmers Union, composed of all State presi- 
dents, inaugurated several years ago a long-term scientific research 
and field educational program on the economic problems of milk. Our 
study has progressed through only the exploratory steps. Yet, even 
at this early date in our planned long-term project, certain economic 
trends in rural areas are so obviously and universally adverse that the 
major outlines of corrective action are abundantly clear. 

The growing dairy economic problem of the United States is 
bounded on one side by national underconsumption of milk and its 
products, and on the other by unnecessarily and distressingly low 
income of milk-producing farm families. 

A few of the problems of underconsumption and low dairy farm 
income can and should be alleviated or solved by action by local 
and State governments and by individual dairy farmers and their 
cooperatives. Probably some improvements can be made in the 
market-area milk orders. But the big, crucial key solutions of the 
economic problems of milk and the good people who produce it, must 
come by way of nationwide action programs adopted by the Congress 
of the United States and administered by the Federal Government. 

A very large majority of Farmers Union members produce some 
milk for sale. For many Farmers Union members the sale of milk is 
the major source of family income. As a result, the economic and 
production problems of milk have always been a major concern of 
National Farmers Union. Some Farmers Union members sell milk 
under Federal orders, others under State milk-price regulations, and 
others sell milk for butter production and other manufactured prod- 
ucts. Many Farmers Union dairy farmer members belong to milk- 
producer cooperatives, some of which are directly affiliated with the 
Farmers Union organization and carry the words ‘Farmers Union” 
in their corporate names. Other dairy farmer members of Farmers 
Union have not yet been able to establish dairy marketing and 
processing cooperatives and still sell directly to whatever market is 
available. 

Because of this wide diversity of conditions, we felt that we should 
make available to your committee the knowledge and opinions of a 
wide range of representatives of Farmers Union members who can 
give you firsthand information on the different situations. While we 
have a large number of witnesses, we shall studiously avoid the pre- 
sentation of cumulative testimony. Each of our witnesses will dis- 
cuss with you different phases of our complete list of recommenda- 
tions. After all our witnesses have spoken, I shall briefly list our 
recommendations for new and improved Federal legislation that in 
our opinion is currently feasible and which milk-producing farm 
families in all areas of the Nation will support and in which consumers 
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and dairy farmers alike will be able to see a substantial area of agree- 
ment in the public interest. 

It would probably conserve the time of the committee and prevent 
some confusion in your proceedings if you will hear all of us to the 
end, except for questions of clarification, and then after we have 
presented our statements we shall be glad to stay as long as the 
committee sees fit to answer any questions that members desire to 
raise. 


DAIRY FARM INCOME AND NEED FOR IMPROVED FEDERAL MILK PRICE 
SUPPORT PROGRAM 


As members of this committee know, National Farmers Union 
strongly urges that farmers’ returns on the family-farm production 
of all farm-produced commodities should be supported by Federal 
action at 100 percent of a reasonable parity price. Personally, I am 
deeply convineed of the workability, soundness, and justice of this 
recommendation. We strongly recommend that Congress enact 
legislation making it mandatory upon the Department of Agriculture 
to support the returns to milk producers at 100 percent of the parity 

rice. 

° If the price received by farmers for milk were at 100 percent of 
parity, this would be $4.75 per hundredweight for milk, and 75 cents 
per pound for butterfat in cream, national average parity price based 
upon March 15, 1954 conditions. Such prices would have given a 
total national gross value of the 124.5 billion pounds of milk produced 
in 1954 of $5,913,750,000. A similar volume of milk is expected to 
be produced in 1955. 

On April 1, 1954, President EKisenhower’s Secretary of Agriculture 
put milk on the sliding scale and dropped supports to 75 percent of 
parity. At 75 percent of parity for the national average price re- 
ceived by farmers for milk, the total national gross value of the 
expected 1955 production of milk figures out to be only $4,435,312,500. 

The difference in gross value of milk produced between 100 percent 
of parity figures and Eisenhower’s 75 percent of parity figure amounts 
to a loss to America’s three million dairy farmers of almost $1% 
billion. This is an average cut in income, gross and net, because 
high and rigid production costs have not fallen, of approximately $500 
per family. When one recalls that the pre-Benson family income of 
typical family-type dairy farmers was only about $2,000, this $500 
cut in income amounts to one-fourth drop over the last 2 years. 

These figures measure the magnitude of the milk income difference 
between the mandatory minimum level of support recommended by 
National Farmers Union and the bottom of the sliding scale put into 
effect on April Fool’s Day of 1954 by the Eisenhower administration. 
I assure the committee earnestly that to dairy farmers it was a cruel 
joke, if a joke at all. In fact, the decision appeared to us to better 
fit a dunce than a joker. 

Actual cash receipts by farmers from sales of milk and cream in 
1954 totaled $4,131 million, down 6 percent from $4,416 million in 
1953 and down by more than 10 percent from $4,590 million in 1952 
although the 1954 volume was considerably larger. If present support 
levels are not raised, cash receipts from sale of milk will drop still 
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further in 1955. These figures are according to official United States 
Department of Agriculture reports. 

Other reports of the Department show that the family income of a 
larger-than-average, typical commercial family-operated dairy farm 
in western Wisconsin dropped by over $600 per farm from 1952 to 
1953, as the price received for milk dropped from 100 percent of 
parity in 1952 to a 1953 average of 86 percent of parity. A further 
drop in 1954 to an average of 80 percent of parity prices probably 
meant another $300 drop and the reduction to 75 percent of parity in 
1955 would cut still another $300 off dairy farm family income. 

This would be a total drop from $2,681 in 1952 to $1,681 in 1955, or 
40 percent. In such circumstances, dairy farmers cannot maintain 
their families and replace wornout eapital equipment. What they'll 
be forced to do is go out of business or go further into debt. And the 
end of the latter road is the bankruptcy sale if current depressed 
conditions continue. The Wall Street Journal, which has had a 
reporter studying the situation, reports that some are selling their 
cows and others are trying to increase their milking herds. 

Simple justice to the 3 million farm families who produce the 
Nation’s milk requires that the prospect of this distressing trend be 
reversed. But more than the financial solvency of and justice to 3 
million dairy farm families is involved. 

Also involved are the more general questions of (1) whether the 
family-type farm is to be preserved as the basic erm of our agricul- 
ture; (2) whether American farmers are going to be permitted to partic- 
ipate fully and make their fair purchasing-power contribution to an 
expanding full-employment economy; and (3) whether we want to 
take the chance, in view of uncertain world conditions and our growing 
ee numbers, that we shall destroy the productive base of the 

ation’s future food supply. 


I do not want to Fe into detail on these matters inasmuch as we 
ly 


covered them generally before the full House Committee on Agricul- 
ture earlier this year in connection with our appearance on H, R. 12. 

As members of the committee will recall, we invited your attention 
to the disastrous effect upon food production in the Soviet Union of 
the policy they have followed in abolishing the family-farm pattern 
of agriculture. We said then and say again, that it is unwise for any 
national government to destroy family farms by pushing down prices 
and income, We are unalterably opposed to the entire Communist 
philosophy and we point to their destruction of family farms as a 
particular feature of the Soviet Union farm program that is directly 
contrary to the National Farmers Union program. We bring the 
Soviet Union into this discussion not because we think your committee 
can do nopenne to reestablish family farms where they have been 
destroyed behind the Iron Curtain; rather we bring it up here because 
we know that you do not want to be parties to the destruction of 
family farms in the United States. 

Yet we are gravely concerned that the Eisenhower administration 
appears to be devoted to a philosophy of the survival of the biggest 
of the factory in the field, of the industrialized-type of agricultura 
production or corporate collective, if you please. Both their actions 
and statements lead us to fear that the sliding-seale philosophy they 
have accepted intact and unchanged from a.contemporary farm 
organization is designed to slide all the Federal farm action programs 
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out of existence and the American farm family into the economic 
subbasement. 

Present and past rulers of the Soviet Union, according to the New 
York Times article we placed in the record of the full committee 
hearing on H. R. 12, abolished family farms and set up small collec- 
tives. They combined the small collectives into large collectives. 
Still using the excuse of need to increase efficiency and utilize fully 
the few good managers, they then combined the large collectives 
into supercollectives. 

In the process, the same territory where family farms under the 
previous Government of Russia had produced an exportable surplus 
of food, began to see agricultural deterioration under the Soviet Union 
totalitarian policies. “First they saw their livestock enterprises begin 
to disappear. More recently, in 1952, total food production in the 
Soviet was less than in 1950, and in 1954 was less than in 1952. This 
is causing them trouble, we read, in the face of a growing population. 

We are gravely concerned, Mr. Chairman, when we hear Eisenhower 
spokesmen such as Secretary Benson, Under Secretary Morse, and 
Assistant Secretary Butz, talk favorably about an adapt-or-die or 
adjust-or-perish economic law they say they believe in. We do not 
agree with them that efficiency requires combining family farms into 
corporate collectives. 

Instead of this sliding-scale philosophy of the Eisenhower adminis- 
tration, Mr. Chairman, we shall present here, as we have before other 
committees, a program that we are convinced will preserve and im- 
prove the family farm as a bulwark of democracy and free, private, 
competitive enterprise against the importation of foreign ideology 
and totalitarian systems of government from the Soviet’ Union or 
anywhere else. 

e strongly recommend that eligibility for milk price-support 
protection be limited for any one farm family to the total production 
of a family farm. The essence of the family farm is that all major 
economic functions and decisions are performed by the farm leniily. 
A family farm is one on which the family not only contributes the 
ownership or secure tenant tenure and management, and makes 
financing arrangements, but also provides the bulk of the manual 
labor in operating the farm. Under present conditions this: would 
indicate that the upper limit of price-support eligibility per farm 
family should be set in the neighborhood of $25,000 to $30,000, at 
parity prices. 

I have devoted my statement to indicating why we recommend that 
returns to family farmers for milk should be supported at 100 percent 
of parity as Candidate Eisenhower seemed to promise in his first farm 
speech at Kasson, Minn. 

Other elements of our total recommendations will be presented by 
our other witnesses. These elements include: Measures to insure an 
expanding full employment economy; Federal financing of free fluid 

ilk for schoolchildren; enactment of a nationwide food-stamp plan 
to enable low-income consumers to buy enough milk and its products 
and other foods to have adequate nutrition; expanded exports; im- 
proved Federal milk orders; a nutritional education program; and a 
100-percent-of-parity price-support program for milk carried out by 
means of production payments, with eligibility limited to family farm 
production and buttressed with standby marketing quota authority. 
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Only a nationwide system of firm supports on returns from milk 
and butterfat promises to be of lasting benefit to all dairy farmers. 
Slick-sounding panaceas will not solve the economic problems of milk. 
There has been some unfortunate demagogery to the effect that aboli- 
tion of Federal milk orders or elimination of city sanitary ordinances 
would increase dairy farmers’ income in Minnesota or Arkansas or 
South Dakota. Such claims simply are not true, as competent testi- 
mony before your committee has demonstrated. Abolition of Federal 
orders would not help any dairy farmer I know of and it would be 
grossly unfair to the many milk producers who have adopted these 
programs in about 70 areas around the Nation. 

May | also say categorically that neither National Farmers Union 
nor any of its responsible officials favor or condone the use of milk 
strikes or similar violent direct action as a device for trying to solve 
the economic problems of milk. 

Mr. Chairman, at this point I would like to present Mr. E. F. 
Bottomley. 

Mr. Apernetuy. Mr. Laird has some questions at this point. 

Mr. Latrp. Mr. Patton, I notice you recommend increase in 
parity support level at which milk and dairy products should be 
supported. 

Mr. Patron. Yes, sir. 

Mr. Larrp. Don’t you think that that responsibility rests with the 
Congress through enactment of amendments in the present legisla- 
tion which we have on our statute books? 

Mr. Parton. If I understood you correctly, Mr. Laird, your 
question is: Do I think we ought to amend the present legislation to 
raise it to 100 percent of parity? 

I think it requires congressional action. 

Mr. Lartrp. You state it rests with the Congress? 

Mr. Parton. Yes, and with the President and his Secretary of 
Agriculture. 

Mr. Larrp. I wondered whether you were satisfied with the dairy 
support section of H. R. 12, as it passed the House of Representatives. 

Mr. Patron. We supported H. R. 12 because we thought it was the 
best that could be gotten at this time, but we are certainly not satisfied. 
We would like to see it at 100 percent of parity. 

Mr. Larrp. You realize that H. R. 12 did not raise the price of 
manufactured milk by 1 penny? 

Mr. Parron. Unfortunately, that is true. I consider it unfor- 
tunate, but remember Benson’s announcement is good for only 1 year 
and he might then drop supports back to 25 percent; the law would be 
good permanently. 

Mr. Larrp. That is all. 

Mr. Parton. This legislative process is one of give and take, and 
our position is that we need to do something for the farmers, and the 
best we can get out of the congressional process for which we have 
admiration and respect should prevail. We should not take the posi- 
tion of being against the whole bill because there are some items in the 
bill with which we would not agree fully and on which we would like 
to have a better section. 

Mr. ANDRESEN. Referring to H. R. 12: Were you opposed to the 
dairy sections of the bill? 
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Mr. Parron. No; I was not opposed to the dairy sections of the 
bill. Iwas merely trying to say we would much rather have had it at 
100 percent rather than the figure which was in the bill. 

Mr. ANDRESEN. There were other sections of the bill. Do you 
favor using additional milk for school lunches? 

Mr. Parton. Yes. 

Mr. ANpRESEN. That was provided in the bill. 

Mr. Parron. Yes. We supported H. R. 12, Mr. Andresen. 

Mr. ANDRESEN. Were you in favor of the increase in the support 
price to 80 percent of parity? 

Mr. Patron. Certainly. I am in favor of any increase as long as 
it gets toward 100 percent. Our goal is 100 percent but we are also 
realistic people who know the congressional and democratic processes 
of a great body such as this; therefore we believe in supporting the 
best thing we feel is possible to get from our point of view. 

Mr. ANDRESEN. You are not concerned about the effect of these 
milk-market orders in the large consuming areas and its effect upon 
the surplus-producing areas which are not under milk-marketing 
orders? 

Mr. Parron. We are concerned about a total problem. One of 
our other witnesses will deal directly with that, Mr. Andresen, that 
is, with the milk marketing orders. We have a section in the testi- 
mony here. 

Mr. ANDRESEN. You referred in your statement to certain dema- 
gogery. 

Mr. Parton. Yes, sir. 

Mr. ANDRESEN. In Minnesota? 

Mr. Patron. I don’t recall that I mentioned that State. I men- 
tioned 2 or 3 States. 

Mr. AnDrReSsEN. You mentioned Minnesota, too. What were you 
referring to? 

Mr. Patron. I am referring to the kind of talk that I have heard 
that would give farm people the impression that they would have a 
complete solution if you broke the milk-marketing orders and just 
took 1 or 2 easy local steps. I do not agree with that. 

Mr. ANDRESEN. Who made those statements? Where did you 
see them? 

Mr. Parton. I don’t recall the person. I don’t recall the individual 
but I saw them in the press. I go to St. Paul frequently, as you know. 

Mr. ANDRESEN. Did you hear any member of this committee make 
a statement of that kind which would solve the dairy problem? 

Mr. Parton. I don’t recall that I did. I didn’t have a specific 
person in mind. I just saw statements in the press. 

Mr. AnprEsEN. Then I think you ought to be specific about it. 

Mr. Parton. The inference in my statement was not to any member 
of the committee. 

Mr. AnprEsEN. I don’t know of any member of this committee 
who is engaged in demagoguery of any kind on any farm issue. 

Mr. Patron. I wasn’t inferring that and I am not referring to the 
members of the committee. I was referring to items which I had 
seen in the press. I see statements every day by different people. 

Mr. ANDRESEN. You have not seen a statement from any member 
of this committee on that. 
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Mr. Parton. I said that once. I have not; no. 

Mr. ANDRESEN. I am not responsible for what appears in the press. 

Mr. Parron. Neither am I, and I don’t assume responsibility, 
either. 

Mr. ANDRESEN. I am glad to hear that. 

You have known all the time that since we put in the support price 
for dairy products in the statute books through the 1949 act that 
dairy products have been supported under the flexible provisions? 

Mr. Patron. Obviously. 

Mr. ANDRESEN. And we have never had, as I recollect it, at that 
time when we had it up here, any representative of your organization 
urging that dairy products be included under the support program. 

Mr. Parton. I don’t think that is accurate, Mr. Andresen. I don’t 
recall it specifically, but I do recall very specifically that time after 
time I and other witnesses for the Farmers Union have proposed price 
supports for all commodities, and not just dairy products. That is 
our record. That is the record of our organization. 

While I do not recall the specific instances where we may have 
testified specifically in relation to dairy products on a given percentage 
point or price-support level, we have repeatedly, and the record is 
filled with it before this committee and the Senate committee and other 
committees of Congress, on testimony on price support for all 
commodities. 

Mr. ANDRESEN. Your organization did not appear in opposition 
to the general sale of substitutes in this country, which has done the 
damage to the consumption of butter and oahee dairy products in 
this country. 

Mr. Parton. I don’t recall that, Mr. Andresen. 

Mr. ANpRESEN. You recall the testimony on yellow-colored oleo- 
margarine? 

Mr. Parton. Yes. 

Mr. ANnDRESEN. Your statisticians and economists will tell you 
that in about 3 years’ time yellow-colored oleo took over nearly one- 
half of the butter market in this country. 

Mr. Parron. That is a statement in this total statement here b 
Mr. Norgaard of Nebraska, who could not be here, referring to this 
competition of other edible fats. 

Mr. ANDRESEN. You know that the butter market, or a very sub- 
stantial portion of the butter market, was lost to yellow-colored oleo, 
and the passage of legislation in Congress was responsible for the 
stealing of that distorted butter color by putting it into a synthetic 
product. Are you not aware of that? 

Mr. Parton. I think so. I am not aware it was totally respon- 
sible, however, for, as you say, stealing the market. I think there 
were other factors. 

Mr. ANDRESEN. It was legalized. 

Mr. Patron. Certainly. It was not stolen, however. 

Mr. AnpreEsEN. I have been fighting the situation for 25 years. 
However, we have to recognize facts as they exist and as we find 
them in order to diagnose the disability and try to cure it. 

You have proposed the issuance of food stamps and distribution for 
relief purposes? 

Mr. Parron. That is right. 
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Mr. ANDRESEN. And also, regardless of the price to which dairy 
products sink, to make up the difference between 100 percent of parity 
and what the farmer actually gets? 

Mr. Parron. That is not exactly what we propose but that in 
essence is part of it. We would use other props besides parity pay- 
ments. 

But as long as you have gotten into this phase of the subject, the 
basic problem in relation to this whole business is underconsumption 
and I have personally always believed that the price support ought to 
be on fluid milk, and let the milk go into whatever processes it goes, 
with some props to see that those who could not get into fluid milk 
markets were protected to the degree necessary. 

I think many people agree we have found ourselves where butter 
was priced out of some of the markets. The real fundamental thing 
we are concerned about is that the man who produces that milk gets 
100 percent of parity for that product whether that product finally 
winds up in butter, cheese, or where it winds up. 

The real issue we are concerned about and have always been 
concerned about is what the income picture of that farm family is. 

Mr. AnpRESEN. This farm family business did not start until just, 
within the past few years. 

Mr. Parton. Oh, no. Thomas Jefferson was a great 

Mr. ANpDRESEN. The farm population was 28 percent of the total 
population when I first came to Congress. It is now down to 13% 
percent. 

Mr. Patron. That is right. 

Mr. ANpDRESEN. That has been going down and down through the 
years. That is due to mechanization of our farms and the big invest- 
ment involved and farms have to have more land to make the invest- 
ment pay out. Isn’t that correct? It has not all happened under the 
Eisenhower administration, to which you attribute most of this 
trouble. 

Mr. Patron. Frankly they certainly are not helping the farm 
family along. ‘The statements of Mr. Morse, Mr. Benson, and others 
— indicated policies which are a discouragement of the family 
arm. 

Obviously you can use the statistics in whatever way you want. 
Naturally as we have more mechanization and greater productivity 
per man and more electricity, REA, and so on, each farmer is goin 
to be able to handle up to a point, at least, more land. But we fee 
very strongly we ought to have flat policies of encouragement of the 
family farm. 

Mr. ANpRESEN. That has been the traditional policy of this com- 
mittee. 

Mr. Parton. I know that. 

Mr. ANDRESEN. It is an important economic problem. Ths 
committee is largely concerned in this hearing, at least that has been 
my impression, to ani the effect of milk market orders. You have 
stated your organization does not believe that these are the cause of 
any our troubles. I don’t know of anybody here who said that. 

r. Parron. I will not permit you to put words in my mouth. 


We didn’t say that. I didn’t say that. 
I didn’t say they didn’t cause any of our troubles. I said we had 
some recommendations with regard to milk marketing orders. We 
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did say, however, that we felt it was not that easy, and the answers 
were not just to do away with milk marketing orders in that vein of 
thought. 

Mr. ANDRESEN. I was not attempting to quote you. You charged 
that certain individuals were engaged in demagogery over this issue. 

Mr. Parton. I didn’t charge certain individuals, Mr. Congressman. 

Mr. ANDRESEN. Let us get it down to newspapers, then. It was 
the St. Paul newspaper in particular. Is that right? 

Mr. Parron. As I recall it it was the St. Paul newspaper. It may 
have been one of the other Minnesota papers. I saw it in the Denver 
= and other papers throughout the country. I travel a great 

eal. 

Mr. ANDRESEN. We will not solve the dairy problem just by doing 
one particular thing. 

Mr. Patron. I have said that in my statement and we have a whole 
battery of people here who will present different elements of testimony 
on different things. We have a whole series of recommendations, 
some of which I have tried to summarize. 

Mr. ANpDRESEN. You want to retain milk marketing orders in this 
country? 

Mr. Patron. Yes, sir. 

Mr. ANDRESEN. But you suggest that they perhaps could be 
improved? 

Mr. Patron. Yes, sir. 

Mr. ANDRESEN. Do you believe in a free flow of all commodities in 
this country within the United States? 

Mr. Parton. As an overall principle, yes; but I just know it doesn’t 
happen to exist, and, believe me, it is not limited to dairy or agricul- 
tural commodities. 

Mr. ANDRESEN. You can ship wheat and every other thing that I 
know of to any part of the country without any restrictions. 

Mr. Parron. There is such a thing as freight-rate restrictions. 

Mr. ANDRESEN. I know that, but I mean restriction against the 
commodity. The freight-rate problem is a different thing. 

That is all, Mr. Chairman. 

Mr. Asernetuy. Mr, Johnson? 

Mr. Jonnson. In Mr. Laird’s questions, if I remember correctly, 
he said that the dairy section of H. R. 12 didn’t raise the price of 
milk on what the farmer was getting one iota. I think you agreed 
with that. 

I believe it raises the price to farmers who ship milk going into 
making butter. Parity is around 76 or 80 percent. Is that right? 

Mr. Larrp. My statement was with respect to manufactured milk. 

Mr. Patron. That is what I understood it to be. I understood 
Mr. Laird to ask about manufactured milk. 

Mr. Jounson. It raises the price of milk made into butterfat. 

Mr. Parron. Yes, and it puts butterfat in as a basic as I under- 
stand the provisions. I am not sure of that, however. I am told I 
am wrong, but I think it ought to go in as a basic. 

Mr. Jounson. Mr. Andresen stated it does increase the amount 
available for the school-lunch program from $50 million to $75 million. 
It extends the brucellosis program for 2 years more to give the De- 
partment a chance to finish up that program all over the United 
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States, so the dairy farmer is getting something out of it, though per- 
haps not everything he wanted. 

Mr. Larrp. It was my amendment which was defeated which had 
relations to milk as a basic. 

Mr. Patron. We supported H. R. 12. 

Mr. AserNeETHY. Will someone explain what they mean by put- 
ting it in as a basic? What does that mean? 

Mr. Parton. I will ask John Baker to answer that. 

Mr. ABERNETHY. I don’t know what it means. 

Mr. Baker. Mr. Patton asked me to answer your question from 
the technical standpoint. 

As I understand the law which affects this, Mr. Laird’s statement 
is inaccurate to the extent that his amendment had no legal effect at 
all of making milk a basic commodity. 

Mr. ABERNETHY. What is a basic commodity? 

Mr. Baker. A basic commodity is 1 of the 6 for which authority 
is available to producers to use marketing quotas. That is the distinc- 
tive difference between a legally basic commodity and all others 
under the legislation as it is in the book here. 

Mr. Laird’s amendment didn’t have anything in there, and in fact 
in response to one of your questions he said he would have to do a lot 
of studying on other matters before he could decide whether to answer 
your question or not on the floor that day. 

So 1 would assume, then, that his amendment did not make milk 
a basic commodity. 

What it did do was to set the support level at 90 percent, which is 
the support level of H. R. 12 for basic commodities. 

Mr. Aperneruy. Mr. Laird? 

Mr. Lairp. Mr. Chairman, the purpose of the amendment being 
discussed here was to provide dairy products would have equality of 
support treatment so far as milk was concerned. 

I did answer the question of Mr. Abernethy as to whether I was 
willing to accept production controls at this time stating I would have 
to look over the production and control plan very carefully. 

I have long felt that we should first move in the direction of direct 
payments before we move in the direction of production controls, and 
that is the reason my amendment did not propose the marketing 
quotas that were proposed along with six other commodities—cotton, 
wheat, tobacco, barley, peanuts, and corn. 

Mr. Poxtx. I want to compliment you and your organization for 
the fight you are making for the family-size farm. 

Mr. Parron. Thank you, sir. 

Mr. Potk. I think that is one of the most serious economic problems 
we have in this country, the fact that the family-size farm is being 
gradually squeezed out and they are facing much more serious eco- 
nomic problems than the big farmers. The family farm is the real 
backbone of agriculture in this country. 

I want to commend you and compliment you for doing what you 
have done. 

Mr. Parron. Thank you, sir. 

I would like to express our appreciation to you and the members of 
the great House Agricultural Committee for the contribution they 
have made over the years. 
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I think this House Agricultural Committee is one of the finest insti- 
tutions agriculture has today, and I say that with complete sincerity. 
It has had a very fine record of attempting to do those things to help 
family farmers. 

Mr. Pox. We appreciate your attitude and response. 

Mr. Asernetay. Mr. Laird? 

Mr. Larrp. I want to say that I do not think that is a correct 
definition of basic commodities we received from Mr. Baker. Basic 
commodities are not defined as to whether or not they have marketing 
quotas. They are defined by legislative act, and there are basic 
commodities which do not have marketing quotas. 

I think Mr. Baker is aware of that. 

Mr. ABERNATHY. Corn has acreage allotment? 

Mr. Parron. Yes. 

Mr. Apernatsy. I think that would be the only exception. 

Mr. McIntire? 

Mr. McIntire. I am not a member of this subcommittee but I am 
a member of the full committee. 

I have had the opportunity over many months to appreciate the 
constructive suggestions made by the National Farmers Union. 

I just want to be on record as saying that as the leader of that 
very fine farm organization I am just shocked at the statements you 
have made on page 5 and page 6, because in these agricultural prob- 
lerrs there are very honest differences of opinion, and the inferences 
which you make from the beginning of page 5 through to the end of 
page 6 are a very shocking statement in my opinion for the leader of 
a fine farm organization to make, and I certainly do not want to sit 


here listening to such testimony without expressing my deep concern 
that because there are differences of opinion as to what are the con- 
structive courses for American agriculture to take that this type of 
statement should be inserted in the record and making the inferences 
which are implied in that statement. 

I do not care particularly to discuss it. I do not want to take the 
time to discuss it, but I think it is most te to have such 


inferences made as a matter of public record from the leader of a 
substantial farm organization. 

Mr. Parron. May I say, Mr. Chairman, I certainly respect your 
right to have that opinion. I do not agree with your point of view 
on it or I would not have said it, because I said it sincerely and I am 
very deeply concerned and I have been over a large number of years 
about the eating away at the foundation of the family farm structure 
of America. 

Mr. McIntire. That is a different problem than you have pre- 
sented here. You presented here the inference that it has the same 
comparative objective and the same techniques as the Soviet Union 
collective farm, and it seems to me that is a very uncalled for compar- 
ison. 

Mr. Parton. I have been in Italy, I have been in Germany, I have 
been in those places of the world where they used the corporate type 
of agriculture. I have never been to the Soviet. But the large 
factors in the field of America, and the trend of whittling away at the 
family farm, our failure over the years to do an adequate job on such 
things as Farmers Home Administration, some attacks made on 
agencies of credit particularly, which we have attempted to have 
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function to give some encouragement and protection to family farms, 
certainly have convinced me that there are those, whether or not they 
know it, whether or not they are aware that would be the end result, 
who are taking steps which in the long run can lead in that direction. 

That is what I intended to say in this statement. 

Mr. AperNetHY. I would like to make an observation and then 
we will proceed with the next witness, 

Since this question of price supports has been raised and reference 
has been made to H. R. 12 and what it contains, I think for the record 
here I would like to say that many amendments were offered in the 
committee changing the law as it relates to dairy products when we 
had H. R. 12 before the committee. 

All of those amendments failed in the committee. The only 
amendment which the committee adopted I offered myself. 

My amendment provided that the support level for dairy products 
should be raised from 75 percent to 80 percent of parity, which left 
dairy products on a sliding scale of 80 to 90 instead of 75 to 90, and 
which also permitted the support of all dairy products, the unlimited 
production of dairy products and the unlimited marketing of dairy 
products at a minimum of 80 percent of parity. 

It has been, and I think I am right in this, suggested by Mr. Laird 
that that was of little or no consequence and it did not benefit them 
inasmuch as the support price of manufactured milk already was at 
about 80 percent of parity. 

But I think it is fair to say, I think the record ought to reflect this, 


and if I am not correct someone may correct me, it did prevent or 
would have the effect of preventing the Secretary from dropping the 


support price to 75 percent of parity. 

Furthermore this was permanent legislation. It was not for a set 
period of time as the remainder of the bill was, that is for 3 years 
only for the so-called basic commodities, but for dairy products it 
was permanent legislation. Also, it put the Secretary of Agriculture, 
whomever he might be, in a position where he could not at any time 
ever drop the support price to 75 percent of parity again. 

I also understand that it had the effect, or it would have the effect, 
of actually raising the support price on butterfat at this particular 
time. 

It affected the dairy program in another effective way in that it 
withdrew from the Secretary the authority which he now has to fix 
the support price at such level as he thinks is necessary to get produc- 
tion. Heretofore the Secretary stated that the reason o reduced 
the support price on milk from 90 to 75 pre of parity was because 
the law required him to do it; that is, the law required him to do so 
because it was not necessary to fix the support price at any level 
higher than 75 percent in order to get production. 

He said adequate production would be obtained at 75 percent, and 
he said the law required him to fix supports at that. 

That amendment had the effect of lifting that provision from the 
law, and it gives him absolute discretionary power to fix it at 90 
percent if he sees fit to do so. 

It just occurs to me that those who favor a higher support price 
for milk than they are receiving under the present law, those who 
favor an 85 percent or 90 percent or even 100 percent price support 
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for milk, if they favor it they certainly would favor the amend...ent 
which at least improved it to the extent of 5 additional percent. 

Mr. Parron. That is right. 

Mr. Asprnetay. If it is of no benefit to the dairy industry as it 
was intimated before the bill came to the floor, I was ready, able, 
and willing, with those who are said to be experts in this field, to go 
along with them and take it out. But the fact remained that nobodv 
offered an amendment to take it out. 

Mr. AnpRESEN. Will the gentleman yield? 

Mr. Asernetuy. Yes; I sure will. 

Mr. Anpresen. Well, I offered an amendment in the committee 
to make it 85 percent of parity, which was voted down. 

Mr. AperRNetHY. That is right; there were a half dozen amendments 
voted down. 

Mr. AnprgEsEN. Well, this was one amendment that I spent con- 
siderable time discussing here in the committee, and I am not at 
liberty to say how the chairman voted, and how the other members 
of the subcommittee voted, or how the full committee voted, because 
it was an executive session, but that was defeated by 1 vote, to 
iy it 85 percent of parity, and consequently, it did not go in the 

ill. 

I thought we ought to have that in the record. 

Mr. Asernetuy. [ do not mind going further on this point. I 
voted against it, and I voted against it for the reason that I do not 
believe it is sound to support the unlimited production of any product 
in the neighborhood of 85 percent, 90 percent or 100 percent of parity. 

Someone said something about the basics. Actually, the law 
relating to basics is a penalty against the producer of the basics, as 
compared to what we now call the dairy program. We produce both 
milk and cotton in my district. Cotton is said to be a basic and 
therefore production is controlled but there is no limitation on the 
production of milk. 

They can produce all the old cow will give, and if they like, channel 
every pound of it into the Commodity Credit Corporation, but the 
cotton producers of my district are penalized with production_and 
marketing controls under the basic law. 

Down in my State they only have an allocation of 1.75 million 
acres of cotton; whereas, they used to plant 4.2 million acres of cotton. 

Now, we might as well go on a little further: I want to say this: 
At any time those who are so deeply involved with the dairy problem 
want to accept a program which will bring the production into a 
level with the consumption, and use the same, or some similar market- 
ing program similar to that applicable to the basics, I will go along 
with them. Any time they will go along with me to get the same 
program for the cotton farmer which the dairyman has, of unlimited 
production at 80 percent of parity, boy, we will take it, and we will 
fill every warehouse in this country with cotton. You know we will, 
and it would be a mistake. It would absolutely wreck the Com- 
modity Credit Corporation. 

Mr. ANDRESEN. Mr. Chairman, I know that the chairman recog- 
nizes this: Congress could designate any commodity as a basic com- 
modity. 9 

Mr. Aspernetay. I am willing for them to designate milk as a basic 
commodity; if you want to bring an amendment in here to say milk 
is basic, I will vote for it. 
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Mr. ANDRESEN. I am not suggesting that, but I say the fact that 
peanuts, tobacco, and cotton, as well as rice, were designated as basic 
commodities, was done by an act of Congress, and we could have 
included rye, soy beans, barley, and all of these other commodities, 
including dairy products, in the basic commodities. 

Mr. AperNnetuHy. And have the same controls as the basics? 

Mr. ANDRESEN. I am not saying that. I said it was done by law. 

Mr. Aserneruy. I think the word “basic’”’ is simply just a title 
that they happened to give them for the purpose of referring to them 
collectively. They might as well have referred to them as storables 
or anything, or any word which would refer to them collectively. 
When you say, “I would like for milk to be designated as a basic, I 
see no harm in it. I would be delighted for it to be so designated, 
but when you designate it, that does not necessarily mean that they 
both operate under controls or operate without controls. 

It is simply a method and means of identifying, as I understand it, 
these six crops. I do not think those six crops, insofar as the basic 
necessity is concerned, are as necessary as milk. Of course, they are 
not. 

Mr. ANnprREsEN. I am glad to hear the chairman say that. 

Mr. AserNnetuy. But, the word ‘‘basic’’ was not put in law for the 
purpose of indicating that these crops were the only crops basic to the 
economy. It is simply a method of identifying all of them collectively. 

I think it is a little unfortunate that the impression is left year after 
year—and I am just as interested in the dairy farmer as any man on 
this committee—but I think it is tromnenbeanl unfortunate, since we 


have gotten this far with this thing, to leave the impression that those 


of us who come from areas where the basic commodities or the storable 
commodities are the principal crops, that we are discriminating, and 
working against a man who is milking a cow. 

If there is any particular benefit in the program for those storables 
that the dairy people want, I am willing for them to have them, but 
the dairy people are not seeking them. However, if they want them, 
I am willing for them to have the whole program. And any time any 
dairy member of this committee brings a bill in here, if he has the sup- 
port of the dairy members of the committee to bring dairying under 
the same program, or any similar program of controls, or marketing 
quotas which will bring their production in line with demand, he can 
get it reported out. I will go along with it 100 percent if dairy farmers 
want it. I do not want someone to get the impression that I, since it 
was my amendment to H. R. 12, am discriminating against the dairy- 
man. I feel like he has a good program. I would rather have his than 
the one which the cotton and other so-called basics have. I had much 
rather have it, and get away from this fussing about acreage, and 
this business of “he has 10 acres, and I didn’t get but 2 acres,”’ and 
“John Jones over here gets 1,000 acres, and up here I don’t get but 3 
acres,”’ 

If you want to get into a problem, you just get involved in controls 
as the basics are. 

Mr. Larrp. Mr. Chairman? 

Mr. AseRNetHY. I yield to the gentleman from Wisconsin. 

Mr. Larrp. Mr. Chairman, I certainly want to say that if there 
was any impression left by myself, and speaking only for myself, that 
the chairman has been unfair to the dairy producers and dairy farmers; 
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I waat to say that the chairman has been fair with the dairy producers 

and dairy farmers. My disagreement with the chairman does not 

imply unfair statements but only is a disagreement on what should 
e done. 

Mr. ABERNETHY. I appreciate the gentleman’s statement; I sure do. 

Off the record. 

(Discussion off the record.) 

Mr. Poux. I wonder if we should not proceed? 

Mr. ABERNETHY. Yes. 

You may proceed with your next witness, Mr. Patton. 

Mr. Patron. Mr. Chairman, I would like to present next Mr. E. F. 
Bottomley, vice president of the Virginia Farmers Union, and a 
dairy farmer in the western part of Virginia. 

ao ABERNETHY. We shall be glad to hear from Mr. Bottomley at 
this time. 


STATEMENT OF E. F. BOTTOMLEY, VICE PRESIDENT, VIRGINIA 
FARMERS UNION 


URGE PRODUCTION PAYMENTS AS METHOD OF SUPPORT 


Mr. Borromtey. For the record, I am E. F. Bottomley, vice 
president of Virginia Farmers Union. Although Virginia is not par- 
ticularly noted as a dairy State, a large share of the farm income of 
our State comes from the sale of milk. I wish to associate myself 
with the recommendations made by Mr. Patton and those that will 
be made by farmers’ union witnesses that follow me on the stand. 
I should like to remind the committee, in connection with Mr. 
Patton’s statement, that it was a great man and a gentleman from 
my State of Virginia who did so much to firmly establish the concept 
of the family farm as a traditional policy of our Federal Government. 
I am speaking of Thomas Jefferson, the Virginia farmer who did so 
much to establish democracy in America and make it live. 

National Farmers Union recommends that support of returns on the 
family farm production of milk be provided by Federal statute by 
means of production payments. 

The concept of compensatory payments is not new to dairy farm- 
ers—they participated in the relatively successful dairy payment 
program during World War II that was designed to maintain produc- 
tion and to hold down the retail price of milk to consumers. 

As members of this committee know, the production payment 
principle has been successfully used in administration of the sugar 
program for more than 20 years. Last year the Congress enacted a 
law directing its use at up to 110 percent of parity returns for wool, 
and the wool program is now in operation. We are convinced that 
a similar program is well adapted to milk and should be instituted 
without delay. 

The principle of production payments is that the total production, 
or a regulated volume of production as in the case of sugar beets and 
sugarcane, is allowed to flow into the market at whatever prices the 
market will pay. Handlers, wholesalers, and retail customers would 
pay the producer the going market price, and the milk or milk product 
would flow through the normal channels of trade in full volume to the 
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ultimate consumer—with prices determined in whatever way they are 
now by middlemen and other forces. 

If the resulting price of milk paid to farmers should be less than 100 
percent of parity or other adequate support level, the difference would 
be made up in the form of a direct payment from the Department of 
Agriculture to the producer, or to his cooperative, if he chooses. The 
amount of the payment would be calculated seasonally and by regions. 
It would be that percentage of the individual’s sales total that is 
equivalent to the percentage the parity equivalent or established sup- 
port price was above the average butterfat or milk prices received by 
farmers in the region during the period. If the support price for the 
region and period were $3.99 and prices received were $3.80 per 
hundredweight for milk, this percentage would be 5 percent. Each 
producer would be eligible to receive a production payment of 5 per- 
cent of his gross sales up to the family farm volume. 

The nature and advantages of this method of supporting returns to 
milk producers are fully discussed on pages 48 through 56 of House 
Document 57, prepared by the United States Department of Agri- 
culture. I shall not burden your record with a repetition of the 
material in that document. 

However, I do want to invite your attention to several aspects of the 
production payment method of supporting farm returns from milk. 
The production payment will take the Government out of the business 
of buying, storing, and distributing butter, cheese, and dry milk for 
which a ready use through exports, school lunch, or other direct 
distribution is not in sight at the time of the Government purchase. 
Authority for the dairy product purchase program should be continued 
for use to prevent wide seasonal fluctuation in supplies and prices of 
milk. But use of production payments as the basic method of support 
would keep such purchases at a minimum. 

The production-payment method of support, unlike the purchase- 
and-store method, does not act to provide a special incentive for 
unusual and abnormal imports of dairy products from other nations. 
If production payments are used instead of market diversion, we would 
not need to put so much dependence upon raised tariffs and import 
fees and restrictive import quotas to protect the domestic price sup- 
port program. This is true because the production-payment method 
allows United States market prices to drop to market-clearing levels 
which will not act as a suction pump for abnormal imports as a Gov- 
ernment purchase program does. 

Fully as important, production payments allow the entire market 
supply to flow to ultimate consumers at lower prices than the Govern- 
ment purchase method and thus would result in greater consumption, 
lower retail prices, and better health from more nearly adequate diets, 
rather than allowing dairy products to pile up in Federal storage and 
requiring the Nation to go through the national embarrassment and 
agony of selling Government-owned human food for animal feed, as 
it has been done heretofore. 

Moreover, I want to point to the manner in which the use of pro- 
duction payments will aid in adjusting milk production to genuine 
consumer demands. Let us assume that Congress had enacted a law 
giving dairy farmers the right to make use of marketing quotas, as I 
am convinced should be done. Let us further assume that dairy 
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farmers by more than a two-thirds favorable vote had approved 
quotas in a referendum, as I am confident they would. In that case, 
a milk producer would be eligible for payments on his sales only up to 
the amount of his marketing quota. If he made sales in greater 
volume than his marketing quota, he not only would not receive 
payments on above-quota sales and have to pay an excess marketing 
penalty, he would also be rendered ineligible for payments on his 
within-quota sales. In that case, production and sales above estab- 
lished quotas would be rare. We in Virginia are very familiar with 
the operation of marketing quotas on tobacco and peanuts and we 
treasure the programs dearly, as we have shown by our votes in 
repeated referendums. 

The dairy price support program should be accompanied by a 
positive and aggressive program to expand domestic and foreign 
consumption of American milk and its products. We should expand 
Federal financing for greater use of fresh milk and dairy products in 
our schools. Low-income consumers should be enabled by some type 
of Federal program to buy the milk and its products they need for 
better nutrition standards. The retail prices of fluid milk should be 
lowered in ways that will not reduce the so-called blended price 
received by farmers. 

Mr. AnprREsEN. Mr. Bottomley, you are a Virginia farmer? 

Mr. Borromtey. Yes, sir. 

Mr. ANDRESEN. You are a dairy farmer? 

Mr. Borromtury. Yes, sir; I have been a dairy farmer for 18 years, 

Mr. AnpresEeNn. How large is your herd of dairy cows? 

Mr. Bortomtuey. I usually milk about 10 to 12 cows. I have a 
small dairy farm—very small. 

Mr. AnprREsEN. Do you belong to the Washington-Maryland 
milkshed? 

Mr. Borromtry. No, sir; we sell our milk for manufacturing pur- 
poses. 

Mr. ANLRESEN. What do you get for your milk? 

Mr. Borromuey. Well, at the present time we are getting $3.05 
per hundredweight for 4-percent milk. 

Mr. Anpresen. Four-percent milk? 

Mr. Borromuey. Yes, sir; that has been true since this parity price 
went off milk. Before, we were getting $4.20 per hundredweight for 
4-percent milk, and when that came into effect, it dropped to $2.85 
per hundredweight. 

During this winter period, it went back to $3.15. Now, it is back 
to $3.05 for the first period in May. 

Mr. AnpresEN. You are at the peak of your production now in 
June; are you not? 

Mr. Borromiey. August is generally our peak production in 
Virginia. 

Mr. AnpRESEN. Well, you are in about the same class as we are out 
in my section, where we are receiving $2.95 for our 3.5 milk, and they 
probably are getting $3.05 for their 4-percent milk. 

Mr. Borromury. Well, I think that is 5 cents above 4. It is a 
little higher under 4. 

Mr. AnpresEen. You ought to ship to the Washington milkshed 
where they have a closed shop, and where you get about $5.50 to $6 
per hundredweight? 
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Mr. Borromury, No, sir; we are not getting that much. 

Mr. Apernetuy. Mr. Andresen said you gonha join the Washing- 
ton milkshed, where they are receiving those prices. 

Mr. Borromuey. I beg your pardon. I do not know whether we 
could get on or not. 

Mr. ANDRESEN. That is one reason why we want to change these 
marketing orders, so that fellows like you can sell your milk in 
Washington. 

Mr. Borromuey. We are in very much trouble there. We produce 
a tremendous lot of milk in the southwestern part of Virginia. We 
have the best milk in the world. There are no onions or anything 
like that to bother it, but we cannot produce it at $2.95, and neither 
can we at $3. 

Mr. Asernetuy. Where is your home, Mr. Bottomley? 

Mr. Borromtey. I am located in Carroll County. 

Mr. Apernetuy. What part of the State? 

Mr. Borrom.ey. It is located in the southwestern part. 

Mr. Apernetuy. Are you down in the valley? 

Mr. Borrom.ey. No, sir; I am in the Blue Ridge Mountains. 

Mr, ABERNETHY. Do you not want to get in a good commercial 
plug here, and also say you have one of the prettiest parts of the 
country? 

Mr. Borromuey. Well, I think we do have. 

Mr. ABERNETHY. I agree with you; you really do. 

All right, Mr. Patton, you may proceed with your next witness. 

Mr. Parron. Mr. Chairman, our next witness is Mr. Kenneth 
Hones, president of the Wisconsin Farmers Union, and a member of 
the National Farmers Union board of directors. 

I have been told, Mr. Chairman—and I do not want to prolong 
the hearing—by a gentleman back here that they do not have milk 
marketing orders in Washington. I do not know whether that is 
true or not. 

Mr. ANpDRESEN. They do not have one in the District of Columbia. 


STATEMENT OF KENNETH HONES, PRESIDENT OF THE WISCONSIN 
FARMERS UNION, AND MEMBER OF THE NATIONAL FARMERS 
UNION BOARD OF DIRECTORS 


Mr. Hones. For the record, I am Kenneth Hones, president of 
Wisconsin Farmers Union and a member of National Farmers Union 
board of directors. My home State of Wisconsin has earned for 
itself the name of America’s dairyland. On the type-of-farming maps 
put out by the Department of Agriculture, our entire State is shown 
as being in the dairy area. We are rather proud of the record we 
have made in the production of sanitary, wholesome milk. Practically 
all of the farmers in Wisconsin produce milk for sale and most of them 
derive almost all of their income from this source. Dairy farmers in 
my State have been grievously hurt by the application of the Eisen- 
hower sliding scale philosophy to milk prices. 

I wish to associate myself with the recommendations that have 
been made by previous Farmers Union witnesses and with those who 
will follow me. We have a well-thought-out program that we are 
presenting to you today, and I completely endorse all of it. 
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My particular assignment as oné of several Farmers Union witnesses 
today is to outline what we think would be a workable and acceptable 
method of making milk eligible to be classified by Federal law, as 
well as in fact, as a basic commodity. I cannot blame the producers 
of other basic farm commodities, nor their representatives in the 
Congress, for wanting to withhold the legal privileges of being basic 
from other commodities if the producers of those commodities are 
not willing to assume the same responsibilities to keep produced 
supplies in line with genuine consumer demand, and if we cannot 
recommend a workable and acceptable method of doing so. 

I agree fully with the statement Mr. Bottomley has made and 
wish to expand on his comments with particular regard to our recom- 
mendation that dairy farmers be given the authority by law to utilize 
the device of marketing quotas to help protect our incomes. 

There is no overproduction of milk in relation to consumer needs, 
as other Farmers Union witnesses will point out this morning. A 
great deal more fluid milk and milk products could well be consumed 
in the United States in the interest of better health, and overseas in 
the interest of programs of education and more rapid economic 
growth. I am convinced that it would be good public policy for 
Congress to enact laws providing Federal funds to expand programs 
for domestic and foreign milk consumption. The Congress and all 
of us should go as far in that direction as we possibly can. If we 
did as much as I think we should, and as much as National Farmers 
Union has urged, we would not be talking about a 7 percent surplus 
of oT in this country—we would be worrying about a shortage of 
milk. 

As a nation, we also ought to be doing a great deal more than we 
have been doing the last 2 years to lower interest rates instead of 
raising them, increasing personal tax exemptions, raising minimum 
wages in industry, and in all other ways contributing to a growing 
full employment economy that is not disgraced, as we now are, by 
growing numbers of chronic unemployment, many of whom the 
Government has even dropped from its statistical reports. If we did 
the things that are necessary to have an expanding full-employment 
economy, including an adequate farm price-support program of the 
type we in Farmers Union live recommended, we would have very 
little so-called surplus milk production to be worrying about. The 
1954 recession, brought on by faulty policies of the executive branch, 
did more, in my opinion, than the increased production of milk to put 
dairy farmers on the sliding scale toward the economic subbasement 
and ultimate bankruptcy when their capital and credit resources were 
exhausted. 

My point is that we would not need to make use of the milk market- 
ing quota device at all if we could convince the Government that it 
should undertake the consumption-expanding programs we shall 
recommend, 

However, to the extent that we as citizens and dairy farmers cannot 
convince the Government that it should engage in these activities to 
expand the consumption of milk and its products to the necessary 
degree, then I do not believe that we should ask dairy farmers to go 
bankrupt or to waste their time, energy, and resources in the produc- 
tion of milk that cannot be sold for fair prices, or that will not be used 
except for animal feed. Therefore, I submit to you, that milk-pro- 
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ducing farmers should be extended the legal authority to make use of 
the marketing quota device, as a means, in combination with produc- 
tion payments, to help keep milk production and sales in balance with 
what. we hope would be augmented consumer demand under con- 
ditions of full employment. 

Two questions have been repeatedly raised in these hearings with 
respect to giving milk the legal, as well as the factual, dignity of being 
known as a basic commodity with the right to utilize the marketing 

uota device. Can a workable system of milk marketing quotas be 
eveloped? And do dairy farmers want this authority? I shall 
attempt to answer both questions in the course of my statement. 

We have been impressed by the testimony before your committee 
of Professor Johnson, of Connecticut, in his observations concerning 
milk marketing quotas. You will remember that he said a workable 
marketing quota system for milk could be devised, that he favored 
making the quotas transferable from farmer to farmer, and that he 
favor utting the quota on a poundage basis rather than a cow 
basis. e agree with all those recommendations. The quota, in my 
view, should be the property of the farm family, not an inalienable 
part of the farm real estate. 

Over the weeks since my appearance before the full House Com- 
mittee on Agriculture earlier this year, I have been giving this matter 
of milk marketing quotas a great deal of careful thought. I have 
discussed it with a very large number of milk-producing Farmers 
Union members in Wisconsin and those from other States I have met 
at various meetings. 

The milk marketing quota law which I recommend be adopted 
should not authorize the reduction of milk sales below the amount 
that consumers would buy at parity prices in a year of full employ- 
ment. To establish this, the law should provide that the national 
milk marketing quota would be established by the Secretary of Agri- 
culture at an amount sufficient to give a supply of milk that would 
result in a per person national supply, exclusive of normal exports, 
equal to the per person consumption of milk and its products in the 
last 3 or 5 years of full employment. Some definition of full employ- 
ment would have to be incorporated in the bill, such as “not more 
than 3.5 percent of the civilian labor force out of a job’”’ or something 
of that nature. 

If the 3.5-percent figure were used, this would establish 1953, 1952, 
1951, 1948, and 1945 as the base years for establishing the national 
milk quota for a 5-year base, or 1951, 1952, and 1953, if a 3-year 
base is used. During the base period years of 1951, 1952, and 1953, 
the per person consumption of milk and its products averaged 696 
pounds of milk equivalent. The national milk marketing quota for 
1955 should be established to provide for at least this per person 
supply. The total volume of commercial milk sales by farmers for 
the same years, after subtracting the milk equivalent of Government 
purchases of milk ee averaged 96 billion pounds per year. 
The average United States population in the base years was 157 
million people. The 1955 population of 165 million is 5 percent 
greater than in the base period. This would mean a 1955 milk market- 
ing quota of approximately 101 billion pounds of milk or only 6 billion 
pounds less than was actually marketed in 1954. Thus the milk 
marketing quota that we recommend would require a cut in sales by 
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the average farmer in 1955 of about 5.6 percent of his actual sales in 
1954. Details of the calculation are shown in the following table. 

Mr. Chairman, I would like to file that table for the record. 

Mr. Asernetuy. Without objection, that table will appear in the 
record, without further elaboration. 

(The table referred to follows:) 


: ae 
Milk equiv- 
Per person | Percent of | pniteq alent of Nene 
consump- | civilian States | Milk sales} Govern- | though 
tion of || labor force | jopulation | >Y farmers; ment | sommercial 
ilk unemployed | purchase of h 1 
| Produets eer 


Million Million 


, 691 
97, 788 
104, 292 














Mr. Honss. If the producers stayed within their sales or marketing 
quota but did not cut production, this 6-billion-pound cut in sales 
would be added to the over 16 billion pounds of milk used on the farms 
where produced, or a little more than a 37-percent increase in milk 
used on the farm. Much of this could be used without waste, and 
probably many milk-producing farm families would like to use more 
milk and products in the home if they could afford to do so. 

I might also further state there, Mr. Chairman, that under this 
kind of a program, it would be very, very profitable for farmers with 
additional milk to feed it to their growing young stock, many of them, 
for future herds. 

Based upon the above example, the Secretary would establish 101 
billion pounds of milk as the national milk-marketing quota for 1955; 
each future year the quota would change as the base period shifts 
and the population of the Nation grows. In 1956, for example, the 
national milk-marketing quota would be 103 billion pounds. Inci- 
dentally, 1951 would remain in the 3-year base period until such time 
as another full year comes along in which the number of unemployed 
has been less than 3.5 percent of the civilian labor force. If in some 
future year, national policies should encourage and bring about a 
condition of full employment (rate of unemployment in March 1955 
was 5 percent), then that new year would be picked up and 1951 
would be dropped. 

It is significant to note that expected 1955 milk sales are only 3 
percent greater than the full-employment level national milk-market- 
ing quotas we are recommending for 1956 and only 9 percent greater 
than the quota would have been in 1954. 
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The Secretary would then distribute the national milk quota among 
States, and within States to counties, and within counties to individual 
producers, on the basis of relative total sales of milk in the immediately 
preceding 3 or 5 years. The individual producer would then have a 
figure stating on a seasonal basis how much milk he could sell and still 
be eligible for price support payments and not subject himself to the 
requirement of paying an excess marketing penalty. 

et us assume that a producer sold 200,000 pounds of milk in the 
base period and that a 4 percent cut for 1956 is required by the quota. 
This producer would be eligible to sell 192,000 pounds of milk, and 
receive production payments on them. If the average market price 
for milk were 10 percent below parity or support level for that year, 
and his sales slips showed he received an average of $4 per hundred- 
weight, he would receive a gross income of $8,525, $7,680 from the 
market and $845 in production payments. If, however, he decided 
to market the entire 200,000 pounds he would not receive the $845 of 
payments and in addition would be required to pay a 75 percent of 
support level penalty ($3.33 per hundredweight) on the excess of 8,000 
pounds. His gross would be $8,000 minus $266, or $7,734, compared 
to a gross of $8,525 if he stayed within quota. See following table 
for calculation. 

Then you see the following table, which I would also like to file for 
the record. 

Mr. AserNetuy. Without objection, it is so ordered. 

(The table referred to follows:) 


Alternatives of milk producer with 200,000-pound base production and 192,000-pound 
marketing quota 


Market price Rate of Gross income 


or milk per | production 
Alternative hundred- payments 


weight or penalty | Farm sales 


Stays within quota $4 11% 
Sells entire base production. .- $4 | $3. 33 


$7, 680 0} $8,525 
$8, 000 $266 | $7,734 

Mr. Hongs. The law establishing milk marketing quota authority 
should provide that quotas would not be in effect until after the 
affirmative vote of two-thirds of the producers voting in a referendum. 
This is the same provision as for the other basic commodities and has 
worked relatively well. Moreover, the law should exempt from 
quotas and from the referendum any producer who is producing solely 
for class I sales under a Federal or State milk order, and any producer 
with fewer than 5 cows, or less than 30,000 pounds of sales. It should, 
also, be noted that no farmer is forbidden to sell milk over quota. 
He has every right to do so and can do so if he wishes to sell at the 
average market prices minus penalty or excess sales, 

Individual milk-marketing quotas should be assigned to families, 
not land and should be transferable either in whole or in part. This 
would provide a considerable amount of flexibility for shifts of pro- 
duction among producers, and between farms, counties, and States. 
Since producers would be able to qualify for production payments 
only upon the basis of certified sales slips, the process of enforcement 
would be capable of administration, 


622083—55—pt. 2——-8 
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As to the acceptance of milk-marketing quotas by farmers, it is 
my mature conviction, after discussion of the above recommendations 
with a large number of farmers, that milk producers in Wisconsin 
would vote “‘yes”’ in a referendum on quotas on the basis of a program 
such as we are recommending. 

Except in rare years, the recommended program would require no 
production payments at all if national policies maintain an expand- 
ing full employment economy and adopt the school-milk and food- 
stamp programs. Thus the program we are recommending would be 
virtually costless, except in years of less than full employment and 
artificially low consumer purchasing power. 

In addition to that, Mr. Chairman, when I appeared here before 
your full committee, I think it was in March, the question was asked 
me as to whether or not Wisconsin farmers would accept production 
controls if Congress passed a 90-percent bill guaranteeing farmers 
90 percent of parity, or treating them the same as other basic 
commodities. 

Rather hesitatingly, I answered in the affirmative, because I felt 
that they would. I was notified that we were supposed to appear 
before this committee, around the 20th of the month, and on the 
2d day of the month I sent out a notice to a few people in Wisconsin, 
and wrote up a heading which was indicative of the questions which 
were asked me before this committee, as to whether or not farmers 
would accept production controls if Congress would assure them a 
90-percent level, or give them the same treatment as other basic 
commodities, and also to limit any production payments to $2,500 
on the farm. 

I wish, Mr. Chairman, at this time, to file with your committee 
the petitions that we have received in less than 2 weeks. Because 
I sent them out on the 2d of May, they did not arrive at the farmers’ 
places until about the 4th of May, and most of the envelopes, you 
will notice, are marked around the 12th, 13th, and 14th of May, 
which was right during the busy period for the farmers. 

Mr. Asernetuy. Mr. Hones, may I ask a question there? 

Mr. Honsgs. Yes, sir. 

Mr. AperNeruy. Have you tabulated those returns? 

Mr. Hones. As to number? 

Mr. ABerNetuy. Yes. 

Mr. Honzs. No; I have not. 

Mr. Asernetay. I certainly want to be more than reasonable in 
including material in this record, but this record is going to be quite 
voluminous. 

Mr. Hongs. Mr. Chairman, I hope I did not leave the impression 
that I wanted them included in the record. I want to file them with 
you, as chairman of the committee, for inspection by yourself and by 
other members of the committee who are doubtful. 

Mr. ABERNETHY. What do the results indicate? 

Mr. Honszs. The results indicate that farmers are willing, by an 
overwhelming response, to accept marketing quotas if Congress will 

ive dairy farmers the same treatment as producers of other so-called 
asic commodities, and it is not limited to National Farmers Union 
members. 

I have some very interesting letters here, Mr. Chairman, which I 
would like to read 1 or 2 of, if I might be permitted to do so. 
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Mr. ABERNETHY. All right, Mr. Hones, you may proceed. 


Mr. Honsgs. I shall read a letter which I received from Mr. William 
F. Stanton, Sr.: 


Dear Mr. Hones: Owing to the late planting of grain, I have not been able 
to contact as many people as I would like to hae had. But I am glad to report 
that e.eryone I contacted signed, notwithstanding that the Farm Bureau is 
fighting this bill. Quite a few of the signers are Farm Bureau members. 

There is one more here, which I would like to read. 

Mr. AsrernetHy. Did you send out a little statement or ques- 
tionnaire? 

Mr. Honss. Yes, sir; which appeared in the heading of the petition. 

Mr. AserRNetuy. Why do we not do this: Why do you not have 
your office tabulate those returns, and file them for the record, or a 
sample of that which you sent out, and let us follow that with the 
tabulation. I am perfectly willing for you to file all of that with the 
committee, but I expect it would be in a more appropriate place if you 
retained it in your own office. 

Mr. Honzs. That is right, Mr. Chairman. 

However, I think they ought to be available for a little time for 
some members of the committee who seem to have doubts that the 
Wisconsin farmers would accept marketing quotas. 

Mr. Aspernetuy. You have made that point, and they will be filed 
with the committee, and let us say that they will be withdrawn within 
60 or 90 days, or something like that. 

Is that all right? 

Mr. Honsgs. That is all right. 

Mr. Patron. May I ask permission to have a tabulation made with 


the heading, and file that for the record? 
Mr. Asernetny. I think it should be done. 
(The tabulation referred to follows:) 


NATIONAL FarRMERS UNION, 
Washington D. C., June 10, 1956. 
Congressman THoMAS ABERNETHY, 
Chairman, House Subcommittee on Dairy Commodities, 
House Office Building, Washington, D. C. 


Dear Mr. CuHarrMAn: Following, as agreed at the committee hearing of June 
3, is a summary of results of milk price supports petition circulated by Wisconsin 
Farmers Union, May 1-15, 1955. 

During the first 2 weeks of May 1955, local and county Farmers Union leaders 
in several geographically distributed counties in Wisconsin each called upon 
neighbor farmers in connection with the subject of milk price supports and market- 
ing quotas. This was not a questionnaire or opinion poll. Rather, each farmer 
visited was asked to study the following statement, and if he agreed with it, to 
sign his name and give the date and his post office address. 

‘‘We the undersigned typical family-type dairy farmers favor a program for 
dairy as a basic commodity. We agree to accept production adjustment or 
production controls if Congress will assure us parity of income or at least not less 
than 90 percent of parity. However, we want the right to vote in a referendum 
when such controls are deemed necessary and proclaimed by the Secretary of 
Agriculture. We also favor the use of incentive or compensatory payments with 
limitations of about $2,500 payable to any one producer. We also favor increased 
school milk-programs, stamp plans to provide an adequate standard of diet to 
low-income people.” 

Local leaders who participated in the activity report that practically no one 
contacted refused to sign the petition. Altogether 3,697 farm people signed the 
petitions circulated by 149 local leaders. 

By order of Chairman Abernethy, with unanimous consent, the actual petitions 
will remain on file for inspection by any interested person in possession of the 
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House of Representatives Committee on Agriculture for 60 to 90 days at which 
time they will be returned to National Farmers Union. 


Sincerely, . = 
OHN A. BAKER, 


Assistant to the President. 


NaTIONAL Farmers UNION, 
Washington, D. C., June 10, 1956. 
Congressman Tom ABERNETHY, 
House Office Building, Washington 25, D. C. 

Dear Mr. ABERNETHY: Owing to our small office staff, we were unable to 
complete the typing of the enclosed article prior to our appearance before your 
subcommittee. However, we still feel that it should be made a part of your record. 

Your committee heard the testimony of Prof. R. W. Bartlett of the University 
of Illinois. So that your record will be complete, we present the following ab- 
stract of an article by Profs. R. B. Bressler, Jr., and D. A. Clarke, Jr., of the 
Giannini Foundation of Agricultural Economies at the University of California 
which was published in the May 1955 issue of the Journal of Farm Economics. 
We request that it be included in the record. 


Sincerely, 
Joun A. BAKER, 


Assistant to the President, 


ABSTRACT OF ARTICLE IN JOURNAL OF Farm Economics, May 1955 Issur 


By Profs. R. B. Bressler, Jr., and D. A. Clarke, Jr., of the Giannini Foundation 
of Agricultural Economics of the University of California 


As part of the current general reaction against governmental support and 
control of agricultural prices, questions are being raised as to the role of State 
and Federal Governments in fixing prices for fluid milk. Most of these questions 
are directed toward the fixing of prices at the resale or consumer level. (There 
seems to be rather general agreement that some form of price fixing is desirable 
at the producer level.) This means that major criticism falls on those States 
with retail price control, which in January 1955 included Maine, New Hamp- 
shire, Vermont, Rhode Island, New Jersey (retail price controls on milk ended in 
New Jersey on February 15, 1955), Pennsylvania, Virginia, Georgia, Florida, 
Alabama, Montana, and California. 

The problem was given national prominence in a recent issue of Time maga- 
zine by a special article entitled ‘“‘Milk Pricing—Housewives Pay for Outmoded 
Controls” (Time magazine, Dec. 13, 1954, p. 88). The lead paragraph of this 
article notes that “The big reason United States milk consumption is no higher 
is that milk markets all over the Nation have been saddled with monopolistic 
controls that create artificially high prices, thus cut consumption.” It points 
out that State milk control has recently been revoked in Oregon and is being 
challenged in Florida, California, and Pennsylvania. It quotes Prof. R. W. 
Bartlett of Illinois to the effect that, in a study of 50 markets,” * * * prices 
were invariably higher where State ‘controls existed * * *” and that “* * * 
modified Federal regulation is absolutely essential to prevent chaos in milk mar- 
keting. But State control of consumer prices constitutes a legalized monopoly 
which is definitely against the public interest.”” * * * 

* * * We direct our attention entirely to the problem of resale pricing, thereby 
limiting our major considerations to comparisons of price spreads between pro- 
ducer and consumer in controlled and noncontrolled markets * * *. 

* * * The data provide no significant evidence that price spreads for milk 
distribution are wider in markets with State control than in markets where 
resale prices are established without direct Government participation. In 
fact, the reverse seems to be true, although the noted rgnges in price plus some 
probable limitations of the basic price reports make the observed average differ- 
ences of questionable significance. The range of variability is end in the 
markets without control than in those with resale price control * 

With respect to home-delivered milk, price spreads or margins in 33 sample 
controlled markets averaged 0.6 cent per quart narrower than in 67 unregulated 
markets, and average margins were as narrow or narrower in controlled markets 
for 5 of the 6 groups based on market population. Wholesale price spreads 
averaged 0.4 cent per quart narrower in controlled than in uncontrolled markets, 
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and the averages for controlled markets were narrower in 4 of the 6 market 
groups. Price spreads to cover store operations averaged 0.3 cent per quart nar- 
rower in controlled markets than in uncontrolled, and controlled market averages 
were as narrow or narrower in all 6 of the market groups. The combination of 
wholesale-plus-store price spreads represents the total spread between producer 
and consumer for this channel of distribution. These combination price spreads 
averaged 0.7 cent per quart narrower for controlled markets than for uncontrolled 
markets, and margins in controlled markets averaged narrower in 5 out of 6 
market groups. 

Ditferentiais between home-delivery and out-of-store prices, based on single- 
quart deliveries and single-quart containers, averaged 0.1 cent per quart higher 
in controlled than in uncontrolled markets, and controlled markets were higher 
in 5 out of 6 market groups. A higher differential means a greater difference 
between home-deiivered and out-of-store prices. * * * 

These results are in sharp contrast with the conclusions of the above-reported 
Time article. On the assumption that the variations might stem from diiferences 
in the sample markets used or the particular time period invol\ed, we turned to 
Professor Hartlett’s quoted study of 50 markets. (Bartlett, KR. W., Is State 
Control of Consumer rrices of Milk in the Fubiic Interest? [linois Farm kco- 
nomics, No. 219, March 1954, pp. 1509-1512.) In this study, Bartlett di\ided 
his 50-market sample into 3 groups: Group A, including 18 State-controlled 
cities; group B, 15 cities not under State control and labeied “potentially com- 
petitive markets’; and group C, 17 cities not under State control and labeled 
“competitive markets.’’ ‘lhe ditference between group B and group C is entirely 
in terms of the magnitude of the maximum store ditterential in November 1952. 
Group Bb markets had store differentials of 1 cent per quart or less, while group Cc 
markets had maximum store differentials in excess of 1 cent per quart. ** 

Several comments are in order concerning this summary. First, it is clear 
that prices and store diiferentials varied widely in these markets and that some 
controlied markets had much lower prices than were reported for some noncon- 
trolled markets. ‘This means that any sweeping generalizations about controlled 
versus noncontrolied markets are not clearly supported by the data, and certainly 
no basis exists for such statements as ‘‘* * * prices were invariably higher where 
State controls existed. * * *’’ Second, Bartlett is concerned with State control 
of resale prices, but his data refer not to price spreads but to absolute le. els of 
prices and to store differentials. Certainly the public interest is not confined to 
purchase of milk through stores and to these particular outiets that report lowest 
store prices. If we want to consider the impact of resale price control, then 
comparisons should be based on the spreads between producer and resale prices 
and should consider home delivery as well as store sales. Finally, the classification 
of noncontrolled markets into a so-called competitive group based on the existence 
of high store differentials is an arbitrary and biased procedure. If we are inter- 
ested in making objective statements about the characteristics of controlled and 
noncontrolled markets, there is no more justification for such a classification of 
noncontrolled markets than there would be, for example, in limiting the controlled 
markets to those with relatively low home-delivered prices. 

For the above reasons, we have recomputed the price information for a number 
of Bartlett’s markets. * * * We have limited our calculations to group A and 
group C, for here the bias in selection will be most disadvantageous to the con- 
trolled market group. We have used all markets in these two groups for which 
complete price data could be obtained for November 1953, from the fluid milk 
and cream report. Finally, we have reported the single-quart store differential 
as well as the maximum store differential. 

These calculations throw an entirely new light on the comparisons of controlled 
and uncontrolled markets. It is true that the data show higher store differentials 
for group C markets than for group A markets; but this is merely a reflection of 
the peculiar way in which group C markets were selected. An examination of 
average distribution margins for the two groups of markets casts serious doubt 
on any claim for superior efficiency in the group C markets. To begin with, 
producer prices—not given in this tabulation—are considerably higher, on the 
average for the controlled markets than for the uncontrolled markets in these 
groups—13.8 cents per quart in the controlled markets and 11.5 cents per quart 
in the uncontrolled markets. Whether or not these higher prices reflect the type 
of control at the producer level need not concern us here, for we are interested in 
the effects of resale prices on distribution margins. * * * 

In terms of distribution price spreads, the data indicate that these controlled 
markets operate with narrower margins on the average than do the supposedly 
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more efficient uncontrolled markets. Thus, the spread between producer prices 
and home-delivered prices average 10.6 cents per quart for the controlled markets 
and 11.4 cents per quart for the uncontrolled markets. Similarly, the spread 
between producer prices and wholesale prices average 8 cents in controlled markets 
as compared with 8.3 cents in uncontrolled markets. The margin between 
wholesale and out-of-store prices on single-quart sales is narrower in the uncon- 
trolled markets—1.5 cents as compared with 2.2 cents per quart—and the store 
differentials are higher as mentioned above. Even for these highly selected 
markets then, it appears that average charges to cover the processing and de- 
livery operations of milk distributors are lower with resale price control than they 
are where the industry is allowel to compete withuot such restraints, * * * 

* * * Several general observations may be made in this connection. First, 
it is a mistake to assume that conditions in controlled markets would approximate 
pure and perfect competition if State controls of resale prices were abolished. 
For many years market structures in fluid milk distribution have differed signifi- 
cantly from the free market conditions that economists label competition. As a 
result, fluid milk prices are administered prices under uncontrolled as well as con- 
trolled market conditions where the latter refers to the existence of Government 
price-fixing provisions. * * * 

* * * In comparing controlled and uncontrolled markets we need to remember: 
(1) That we are comparing Government-controlled markets with actual markets 
operating without controls of this type, and not with some ideal of perfect effi- 
ciency: (2) that in some industries, such as the public utilities, we have long resog- 
nized that market structures and technological conditions are incompatible with a 
close approximation of competition in the economic sense, and perhaps this is true 
in fluid milk distribution; (3) that the addition of a public agency to the price- 
making process in such industries may add some consideration for the general 
welfare and somewhat restrain forces of a monopolistic or bilateral monopolistic 
nature; and (4) that in some States the resale pricing statutes have stressed 
ness and these standards probably have had some influence on pricing 
policies. 

To summarize, we cannot agree with those who argue against controls and, at 
the same time, encourage the Cevelopment of unregulated monopolistic practices 
uncer the name of self-help programs. We do not agree that there is convincing 
evidence that resale price control in fluid milk distribution has resulted in wider 
distribution margins and in injury to the general welfare, and we take sharp excep- 
tion to reports that use misleading and biased analyses to support such contentions. 
Finally, we believe that it is possible to develop regulations and controls in fluid 
milk markets—at both producer and consumer levels—that would be positive 
instruments in encouraging the development of efficiency and so in improving 
some aspects of welfare, but we admit to some doubt that most controls will depart 
far from typical conditions in uncontrolled markets. 


Mr. Hones. Now, Mr. Chairman, I have just one other additional 
statement. 

A survey was made in one of our typical counties in Wisconsin 
within the last 3 months, by a firm of certified auditors, who made an 
individual farm survey of 98 farms in this particular county. 

The farms which they surveyed were higher in acreage and above 
the Government census; they were higher in farm income, and above 
the Government census. I have the compilation here, but I do not 
care to take your time, or take the time of the other members of the 
committee, to go into it. 

The average investment on those farms was over $25,000. After 
expenses were deducted—and I might say that this was the result of 
a review of form 1040, the Federal income tax returns—the farms 
averaged $1,600 and something of income net. That, divided by the 
man-hours, gave that farm family in this typical county 33 cents an 
hour for its labor. If the operation consisted of a man and wife, 
you would divide that by two. If it consisted of a man and his wife, 
and 1 hired man, or 2 hired men, you would divide it by 3 or 4. 

In that way, you can arrive at the average wage that the farmer 
was making under the present farm program. 
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Mr. ABERNETHY. I believe Mr. Andresen has a question. 

Mr. ANDRESEN. Mr. Hones, I notice in your proposed draft of the 
bill here, that you exempt class I milk eek for liquid fluid milk from 
the control provisions of your proposal. 

Did I understand your statement correctly in that respect? 

Mr. Honss. Yes, sir. 

Mr. ANpRESEN. So, you would only deal, then, with manufactur- 
ing milk? 

Mr. Honss. Yes, sir. 

z een Would some of that manufacturing milk be grade 
milk? 

Mr. Honss, Yes, sir; I presume it would. Yes, sir; it would be, 
because under the Federal marketing orders that I know of, you have 
to have class I, grade A, milk. 

Mr. ANDRESEN. As I understand your proposal, the dairy farmers 
who live contiguous to large consuming areas can produce as much as 
they want to, provided it went into class I milk. 

Mr. Honss. In regard to the surplus part of their production, we 
have another witness who proposes to take up that part of it. I will 
agree with your, Mr. Andresen, that I do not want to see the Federal 
milk marketing orders disturbed, but I do think that this Congress 
has to recognize that the surplus which has been produced as a result 
of these Federal marketing orders with profitable prices, has been a 
backwash which has washed right back into my milk can, and created 
a prone for me, and under our present conditions, I cannot make 
a living. 

Therefore, we believe that the Federal milk marketing orders and 
their pressures should be maintained, but that controls on the surplus 
amount of milk which these Federal milk marketing orders create 
should have some controls on them. 

Mr. ANpDRESEN. In your statement you want to preserve the milk 
marketing orders, but in that statement you reflect the views of the 
dairy farmers in Wisconsin who reside in that area outside of the 
milk marketing order areas? 

Mr. Hongs. I think I do pretty well, based upon having worked 
10 or 12 years with the Farmers Union at State conventions, and 
having read the resolutions and programs of the conventions; yes, sir. 

Mr. ANDRESEN. When you sent out these questionnaires, or these 
petitions, did you only send them to farmers who are members of 
the Farmers Union, or did you take a cross section? 

Mr. Honzs. This questionnaire was sent out generally, to people, 
whether they were Farmers Union members or not. 

Mr. ANDRESEN. How did you get the names of those to whom you 
sent it? 

Mr. Hones. Well, Mr. Andresen, I have been president of the 
Wisconsin Farmers Union for pretty near 25 years, and certainly in 
that time I ought to be acquainted with a few people in the State of 
Wisconsin. 

Mr. ANpDRESEN. I understand—I am sure of that, because I have 
heard of you for a long time, but we have been discussing marketing 
orders, and their effect upon the manufacturing areas of the country, 
and I was rather startled when I heard you say you wanted to retain 
the milk marketing orders as they are. 
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Mr. Honss. Well, Mr. Andresen, I might probably rudely interrupt 

you, there, to say that we also have an awful lot of members of the 

nents Union who are marketing milk under Federal milk marketing 
orders. 

Mr. ANDRESEN. I can see one more reason why you said that, Do 
you happen to live in a county which is in a milk-marketing area? 

Mr. Hones. No, sir. Our farm is not under Federal milk-marketing 
orders. I am one of those guys that the Secretary says ought to be 
thrown out of agriculture. 

Mr. ANpRESEN. I do not agree with the Secretary in many things, 
but I do not think he wants you thrown out. 

Mr. Honzs. Well, he is just going to starve me out. 

Mr. ANDRESEN. What is the size of your herd of dairy cattle? 

Mr. Hongs. We run about 90 head. 

Mr. ANDRESEN. You are a big commercial operator, then? 

Mr. Honus. No; I am not a commercial operator. We milk from 
35 to 38 cows. 

Mr. ANDRESEN. What kind of cattle? 

Mr. Honss. Gurnseys. 

Mr. ANDRESEN. You produce 5 percent milk; do you not? 

Mr. Honss. I produce 4.7, and 4.8. 

Mr. ANprREsEN. How much do you receive per hundredweight for 
this milk? 

Mr. Honzs. Our base price on 3.5 milk, I think, was $3.05 a hundred 
in the last payment. We pay a differential on the point system. 

Mr. ANDRESEN. Where does your milk go? 

Mr. Honus. To the Colfax Cooperative Creamery. I was secretary- 
treasurer of that creamery for 12 years. 

Mr. AnpRESEN. The milk is being made mostly into butter? 

Mr. Honss. It is a pretty highly diversified product. We have 
pretty near a half-million dollars invested in our plant. It makes 
sweet cream, powdered milk, condensed milk, pasteurized milk, and 
so forth. We ship milk to Florida and Texas during the period of the 
term when there is demand for it. 

We have even shipped milk out to Denver, Colo. Our plant is one 
of those diversified plants. 

Mr. Chairman, I might say that our milk plant even sells milk to 
the Chicago milkshed, and our farm is a grade A-inspected farm, 
but there is a very small period of the year under present conditions 
when we get a grade A marking. 

Mr. Larrp. Mr. Chairman? 

Mr. Apernetuy. Mr. Laird. 

Mr. Larrp. Mr. Hones, you have quite a few members in the Federal 
order areas, and I wondered if you have given any thought to pro- 
viding that in amending a Federal order that the proposed amend- 
ment would have to stand on its own merits? That the amendment 
would stand on its own feet, with producers voting it either up or down. 

You know what the situation was out in the Chicago area. 

Mr. Honus. One of my good friends back here has been handling 
this milk-marketing thing, and he and I have worked pretty closely 
together in our organization. I think he is a member of the board of 
directors of the Farmers Union. 
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Mr. Larrp. Do you feel that there is any reason why the majority 
of those amendments should not stand on their own feet, instead of 
dragging the order down with them if they are rejected? 

Mr. Honzs. Well, sir, that is a pretty controversial question, and 
a pretty hot one among the producer cooperatives. 

Personally, I am prone to agree, and I think that they should, but 
you get yourself pretty entangled, as we do, when the various resolu- 
tions come up at our State convention. 

You have one to abolish Federal milk-marketing orders, and brother, 
right away you need a League of Nations, or something, to get the 
house quieted down. 

I will agree, Congressman, that there has been a terrific barrage in 
Wisconsin over several years for the abolition of Federal milk-market- 
ing orders, but we have never involved ourselves in that brawl, because 
historically I have been a person who never believed that 2 wrongs 
made 1 right, and I have never believed in trying to tear someone 
else’s standard of living down in order to get him down to the same 
miserable level I am on. 

I would rather try to achieve a program of decency by leaving the 
best fellow alone, and working my cockeyed head off to get myself 
up to that level, up that ladder with him. 

I just do not want to tear someone else to pieces for my own benefit. 

Mr. Larrp. Do you not think, Mr. Hones, that a lot of the agitation 
which we find in Wisconsin comes about through the fact that the 
amendments are handled in the way they are, and it puts those 
producers in a position where they are almost bound to go along with 
ens which is proposed by the PMA in Chicago? 

r. Hones. I would be prone to agree with you, but on the other 
hand, you can see the other fellow’s position in the matter also. 

Mr. Larrp. I think most of the agitation has come about because 
of the position of those farmers when it came to voting on amend- 
ments under the present procedure. . 

Mr. Honszs. Well, it came about when the surplus of our dairy 
poe was at such a terrific pressure that everyone was fighting 

is head off to get his milk into some market someplace to save having 
to put it down in the sewer. That is as true as it can be. 

Mr. Latrp. That amendment procedure was adopted by the 
Department of Agriculture, and it is done under a departmental 
order. It was adopted prior to 1941. It was adopted to take care 
of a particular case in New York. It has never been changed as far 
as amendments are concerned. 

Mr. Jounson. How many letters do you have in your file from 
people to whom you circulated petitions? 

Mr. Honss. You mean letters themselves? 

Mr. Jounson. I mean actual letters. 

Mr. Honsgs. Probably 8 or 10. 

Mr. Jounson. If there is no objection, I wish those letters would be 
made a part of the record. 

Mr. Aspernetuy. There are only 8 or 10 of them? 

Mr. Hones. That is right. 

Mr. ABERNETHY. Without objection, the letters which he has in the 
file will be made a part of the record. 

Mr. Honszs. I did not bring all the letters with me. These were 
just samplings of letters which came in, but they will give the com- 
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mittee a pretty fair idea as to how these people feel in regard to the 
matter. 
(The letters referred to follow:) 


WasuBorn, Wis., May 12, 1956. 
K. W. Hongs, 
Chippewa Falls, Wis. 

Dear Sre: Inclosed you will find a list of names—ran short of paper so a 
neighbor typed another copy and if it is possible I will send the other one in at 
a later date. You will notice there are names on both sides of that copy you 
sent me. 

Hoping this will help out cause. 

Yours truly, 
ARNOLD PETERSON. 


Barron, Wis., May 20, 1955. 
K. W. Honss, 
Chippewa Falls, Wis. 


Dear Srr: Enclosed please find a few signers, I didn’t have time to get more, 
but if you need more after I get done seeding I will be glad to help. 
Yours very truly, 
JosePH SYKEs, 


Dear Mr. Hongss: I called on my neighbors and friends to sign the program 
and everyone I contacted was very willing to sign. If you will check you will 
find out some are not farmers’ union members. 

Sincerely, 
Mr. and Mrs. Raurx Dirrsere. 


DEaRBROOK, Wis., May 11, 1955. 
K, W. Hones. 

Dear Sir: Inclosed is petition with signatures. No one refused to sign. We 
do not have much time at this time of the year. If we did, we would have 20 
times this amount. We did our best and we do hope this will help. 

We had a very good meeting May 10 and do hope we have many more. 

Cooperatively yours, 
JosEernH GETts. 


Arpin, Wis., May 138, 1956. 


Dear Mr. Hones: Owing to the late planting of grain, haven’t been able to 
contact as many people as like to have had. But I’m glad to report that everyone 
I contacted signed. Notwithstanding that the Farm Bureau is fighting this bill 
quite a few of these signers are Farm Bureau members. 

Wishing you success in your forthcoming trip to Washington. 

Yours truly, 
Wituam F. Sranton, Sr., 
President of Arpin Local. 


We the undersigned typical family-type dairy farmers favor a program for 
dairy as a basic commodity. We agree to accept production controls if Congress 
will assure us parity of income or at least not less than 90 percent of parity. 
However, we want the right to vote in a referendum when such controls are 
deemed necessary and proclaimed by the Secretary of Agriculture. We also 
favor the use of incentive or compensatory payments with limitations of about 
$2,500 payable to any one producer. We also favor increased school milk pro- 
grams, stamp plans to provide an adequate standard of diet to low-income people. 

Fritz Groom, 
Boscobel. 


Dan TRUMAN, 
Boscobel. 


Apoipn Dosson, 
Wauzeka, Wis. 
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To the Congress and President of the United States of America: 


The signatures on these three petitions were taken one after the other, just as I 
came to each farm. No one refused to sign and each had a lengthy comment. 
As this is such a busy time it is impossible to contact every farmer but I can assure 
you this is a typical cross section of our area. I can further assure you that at 
least 99 percent will sign. These signatures include members of Farmers Union, 
Farm Bureau, Democrats and Republicans. The next step is yours. 


J. Everett O’Brien, 
Boscobel, Wis. 


Wisconsin LEGISLATURE, 
ASSEMBLY CHAMBER, 
Madison, May 12, 1955. 
Dear Ken: I am enclosing the petition that you requested. You will notice 
that two other questions were also asked, and the Farmers signed whichever they 
wanted. On the first sheet there are 20 names—9 are Farmers Union members, 
9 are Farm Bureau members, and 2 are not members of either organization. 
I hope that this will help you in your effort. 
Yours truly, 
JOHN PRITCHARD. 


Cornucopia, W1s., 
May 11, 1956. 
Dear Mr. Hanes: Nearly all the dairy farmers in this little community were 
in favor of milk as basic; only one was against it because he felt he may not be 
allowed to increase his herd in the future if there is to be production control in 
connection with it. 
Respectfully yours, 


Arvip M. Swenson. 
Mr. ABernetuy. Mr. Patton, you may proceed, if there are no 


further questions. 

Mr. Parron. Mr. Chairman, Albert Hopkins, from Arkansas, was 
ill, and could not be here. 

We have a statement from him, and I would like to ask Mr. Baker 
to summarize it, in about 2 minutes, and ask the privilege to file the 
full statement for the record. 

Mr. Asernetuy. Without objection, it is so ordered. 

(The statement of Albert Hopkins is as follows: ) 


STaTEMENT OF J. ALBERT Hopkins, PRESIDENT, ARKANSAS FARMERS UNION, 
AND MEMBER, NATIONAL FARMERS UNION BoarRD or DrRECTORS, AND OF ITS 
EXECUTIVE CommitrEE 


EXPANDING FULL EMPLOYMENT AND FREE MILK FOR SCHOOLS 


For the record, I am J. Albert Hopkins, president of Arkansas Farmers Union, 
and a member of National Farmers Union board of directors and of its executive 
committee. 

I fully endorse all of the recommendations that have been made here today to 
your committee by the farmers union witnesses who accompany me. Arkansas 
is not usually listed as being in the dairy area, but many of the farmers in our 
State obtain all or a large share of their family income from the sale of milk and 
cream. 

My particular part on the agenda in our National Farmers Union presentation 
is to point up the importance to expanded milk consumption of an expanding ful) 
employment economy and the great significance of the milk-for-schools program 

ur study of the statistical record over the past 40 years indicates that farm 
prices and incomes have a tendency to drop any time that the national economy 
fails to grow by as much as 8 or 10 percent over the previous year. I don’t 
pretend to know all of the reasons why that isso. But the record shows, as during 
the 1920’s even though the economy as a whole expands a little, farmers continue 
to go downhill unless the total national expansion is considerably larger than 5 
percent a year. Coal mines and miners, the textile industry, and those who get 
laid off of jobs by contracted production in big industries with administered prices 
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such as automobiles, steel, farm machinery, and petroleum, share the same fate 
and have had the same experiences. 

So farmers have a strong stake in national policies that will develop and main- 
tain an expanding full employment economy. Farmers, as a whole, more than 
any other large group in Our population, depend for their economic well-being 
upon whether the Nation attempts to reduce its rate of unemployment or allows 
it to increse. Farmers, as a whole, more than any other lage group, have a per- 
sonal economic interest in raising minimum wages in industry to adequate levels, 
in more nearly adequate unemployment compensation, in the economic ‘“multi- 
plier’ effects, if you please, of Federal appropriations for school, hospital, and 
road construction. 

As the figures Ken Hones used indicate, we would not have very much trouble 
selling all the milk we can produce at parity prices if the level of unemployment is 
held below 3 percent of the ci, ilian labor force. 

Careful estimates by the United States Department of Agriculture in 1947 
indicated that the national need for milk and its products, of a total population 
20 million less than now, was in the neighborhood of 150 billion pounds of milk. 
This compares with the 124.5 billion pounds produced in 1954. Based on the same 
average per person consumption estimate as in the 1947 study, our present national 
population would require the production of approximately 170 billion pounds of 
milk. 

Even if a 15 percent downward adjustment is made in this figure to make up for 
increased use of milk fat substitutes, this would still leave a national need for a 
production of 145 billion pounds of milk in 1955 compared to the 124.5 billion 
pounds the Department of Agriculture expects to be produced. 

The 1947 per person consumption estimates were based upon the actual per 
person average consumption of milk and its products in 1942 by families with 
incomes of $2,000 per year and upward. Such a consumption figure would not 
reach the optimum scientific nutrition level, but is based upon records of actual 
purchases by middle and high income favnilies. 

These figures indicate there is a great unmet need and desire for milk and its 
products. This potential demand could be released if the Nation takes the actions 
required to maintain an expanding full-employment economy and to augment the 
food-purchasing power of low-income consumers. To do this job we strongly rec- 
ommend a nationwide trial run of the food stamp plan on milk and its products. 

Now I should like to turn to another recommendation we want tomake. That 
is this: We recommend that legislation be enacted that will authorize appropria- 
tion of Federal funds to finance the distribution of at least two half-pints per day 
of free fresh fluid milk to every school child in America attending a nonprofit school 
and to provide funds for administration of the program. We remind you, in this 
regard, of the expert testimony before your committee by Professor Johnson of 
Connecticut. 

The value of milk to the future health and stamina of growing children is so 
well known that I need not elaborate it here. So far, we as a nation have arranged 
to put a free marginal additional supply of milk in about one-fourth of the schools 
in the Nation. We urge expansion to all the nonprofit schools and change in the 
scope of the program so that ail milk needed by the children will be supplied by 
Federal funds rather than just a marginal additional part of it. 

In our opinion there are some roadblocks in the administration of the fluid- 
milk-for-schools program that need clearing up. And we should increase the size 
of the appropriation. We understand that the administration does not plan to 
spend this year’s $50 million appropriation for this purpose. This record is pain- 
fully remindful of similar stubbornness on the part of the administration with 
respect to rural electric loan funds, Farmers’ Home funds, agricultural conserva- 
tion funds, and watershed protection money. 

It just looks to us as if somebody down in the Department of Agriculture or 
in the White House or the Budget Bureau just plain does not want to spend 
money that has been appropriated to operate programs thet help farmers, 
children, and common ple. The only way you can get activity is to have a 
program to help the financiers. The Eisenhower administration seems to be 
greatly interested in squeezing a dollar until the eagle screams and if they do 
turn loose of a dollar or two they want to be sure that some rick folks get it. 

Various corrections should be made in the administrative methods of the 
school milk program. Schools with a long and successful school milk program 
are penalized under present procedures. We apirers the suggestions made to 
your committee by Professor Johnson: (1) Make some funds available to pay 
costs of administration in the school district; (2) eliminate the historical base 
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quota requirement that penalizes schools that have done a good job in the past; 
and (3) do whatever it takes to expand the program into the 3 out of 4 schools 
that are now unable to participate in the program. 

Direct milk distribution programs to armed services, veterans’ facilities, and 
eleemosynary institutions should be continued and expanded funds should be 
made available for a nutritional education program. 

Fluid milk consumption could also be further expanded if the retail prices 
charged for fluid milk could be reduced. We are deeply concerned that, although 
the price of milk generally paid to farmers has been cut around 17 percent, the 
retail prices per quart of fluid milk to consumers has dropped only four-tenths 
of a cens We are told that retail prices of fluid milk in Detroit have actually 
been raised while eee farmers receive have been dropping. We have not 
completed our studies of this, but we believe solutions will be found in two 
approaches. 

1. We urge a full-scale congressional investigation of the spread between prices 
received by farmers and those paid by consumers, and 

2. We think that after a stable, acceptable, permanent ne*ionwide milk price- 
support program is in eae the producers in Federal milk order areas will 
be willing to revise class I pricing formulas so that handlers can be forced to reduce 
retail prices of fluid milk without lowering the blended average price paid to 
producers. 


Mr. Baker. Mr. Chairman, I will summarize this very briefly. 

The first part of Mr. Hopkins’ statement addresses itself to indicat- 
ing the manner in which the maintenance of an expanded full employ- 
ment economy would contribute to the effective consumer demand 
for milk. 

Mr. Hopkins’ statement also recalls the statement before your 
committee of 1947 of the Department of Agriculture, when they 
came up here with their estimates as to how much milk would be 
purchased by the American consumer—low-income consumers, and 
those with under $2,000 a year income—if they had the purchasing 
power to buy as much dairy products as consumers with incomes 
greater than that amount. 

Mr. Hopkins has brought those figures up to date, and they indicate 
that if the average per-person consumption estimate in the 1947 
studies applied to the 1955 population, that it would require the 
production of approximately 170 billion pounds of milk, or if you 
make a 15 percent downward adjustment in that figure, to make up 
for increased use of milk-fat substitutes, it would still leave a national 
need for a production of 145 billion pounds of milk in 1955 compared 
to the 124.5 billion pounds which the Department of Agriculture 
expects to be produced. 

Mr. Hopkins, in another part of his statement, says: 

We recommend that legislation be enacted that will authorize appropriation of 
Federal funds to finance the distribution of at least two half pints per day of free, 
fresh fluid milk to every schoolchild in America, attending a nonprofit school, and 
provide funds for the administration of the program. 

He recalls to your attention the testimony before your subcom- 
mittee in that regard of Professor Johnson, of Connecticut, and says: 

; ine approve the suggestions made to the committee by Professsor Johnson, as 
ollows: 

j (i) oe some funds available to pay costs of administration in the school 
istric 

(2) Eliminate the historical base quota requirement that penalizes schools that 
have done a good job in the past, and 

(3) Do whatever it takes to expand the program into the 3 out of 4 schools that 
are now unable to participate in the program. 
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In addition, Mr. Hopkins makes other suggestions to expand de- 
mand for the consumption of milk and its products: 

(1) We urge a full-scale congressional investigation of the spread between prices 
received by farmers and those paid by consumers, an 

(2) We think that after a stable, acceptable, permanent, nationwide milk 
price-support program is in operation, the producers in Federal milk order areas 
will be willing to revise class I price formulas so that handlers can be forced to 
reduce retail prices of fluid milk without lowering the blended average price 
paid to producers. 

Mr. AsprNnetHy. Thank you, Mr. Baker. 

Mr. Parton. The next witness, Mr. Chairman, is Edwin Christian- 
son, president of the Minnesota Farmers Union, an organization of 
some 30,000 families, is it not, Mr. Christianson? 

Mr. Curistianson. 34,000. 

Mr. AserneTuy. We are glad to have you, Mr. Christianson, and 
you may proceed with your statement. 


STATEMENT OF EDWIN CHRISTIANSON, PRESIDENT, MINNESOTA 
FARMERS UNION 


NEEDED——-A WORKABLE NATIONAL PROGRAM 


Mr. CuristiaAnson. My name is Edwin Christianson. I am presi- 
dent of the Minnesota Farmers Union. 

Minnesota produces about 7 percent of the Nation’s milk and is the 
leading butter producing State. The production of creamery butter 
in 1954 was 270 million pounds. 

About 125,000 of the State’s 155,000 commercial farmers are 


engaged in dairying. We depend upon dairying for about 20 percent 
of the State’s total cash farm income. 

In my testimony, I wish to make some observations on the dairy 
price and income situation in my State and the Nation. 

For comparative purposes, I want to go back to 1952. That was 
the last year in which we had a 90 percent dairy support program which 
was administered efficiently and effectively in line with the spirit and 
intent of the support law. 

Farm income from dairying in the United States in 1952 was $5.3 
billion; in 1954 it was $4.7 billion, a drop of 11 percent in the 2 years. 

In Minnesota, cash income from dairy products in 1954 was $232 
million, down 10 percent from the figure of $260 million in 1952. The 
average price of all milk wholesale in Minnesota in March 1955 was 
$3 per hundred, a drop of 88 cents or 23 percent since 1952. Butterfat 
in Minnesota in March 1955 was 62 cents, down 19 cents per pound 
from 1952, a slump of 20 percent. The average price paid to farmers 
for milk for manufacturing into butter and other creamery products 
was $2.93 in Minnesota in February 1955, a drop of 75 cents a hundred 
or 20 percent since 1952. On the national level, the February 1955 
price was $3.14 per hundred, a drop of 99 cents or 24 percent. The 
price of 93-score butter in March 1955 was 57.35 cents per pound, down 
15 cents or 20 percent from the 1953 average. 

The price paid for milk by 18 Midwest condenseries was $3.01 in 
March 1955, down 77 cents a hundred or 20 percent from 1952. 
Reflecting these prices, the value of milk cows in Minnesota in March 
1955 was $160 per head, a drop of $111 or 41 percent since 1952. 





STUDY OF THE DAIRY INDUSTRY 473 


The prices for milk under the Minneapolis-St. Paul milk marketing 
order have dropped about 15 percent in the past 2 years. This indi- 
cates that prices in the market order areas are affected by general con- 
ditions in the dairy industry. 

At one time during 1954—the month of June—the price of milk for 
manufacturing purposes in Minnesota reached $2.89 per hundred- 
weight. This was 60 percent of the parity price for all milk wholesale 
and the lowest point reached in terms of parity since 1934. I need 
hardly emphasize that this situation is serious from the standpoint of 
the dairy producer. 

Since the oe costs have remained almost unchanged, it is 
obvious that the drop in dairy prices must come almost entirely out of 
the dairyman’s net income. 

At 75 percent of parity, the total national gross value of the 1955 
dairy production figures out to about $4.4 billion. 

If the prices received by farmers were at 100 percent of parity, this 
would be $4.75 per hundred for milk and 75 cents per pound for butter- 
fat. Such prices would mean a national gross value of the expected 
1955 production of $5.9 billion. This would be a difference of $1.5 
billion in income for the Nation’s dairy farmers. 

It is worthwhile to examine how we have come down from parity 
prices in 1952 to 75 percent of parity at the present time. We did 
not have any serious surplus problem on January 1, 1953. Farmers 
had produced about 115 billion pounds of milk in 1952 and it had 
cleared the markets at about 100 percent of parity on the average. 
Seen holdings at the end of 1952 totaled only 2.7 million 
pounds. 

Although there was only 94 million pounds of butter in the price- 
support inventory in March 1953, Secretary Benson began talking 
about the large surpluses and for a time threatened to reduce the 
supports from 90 percent of parity. 

inally, he was prevailed upon to retain the 90 percent supports 
for another year beginning April 1, 1953. He warned, however, that 
the dairy industry must get its house in order. 

Whether intentionally or not, this talk and action caused uncer- 
tainty and tended to depress the markets. The talk of surpluses 
and the hint of a support cut to come in 1954 certainly had a weaken- 
ing effect upon the market. It could not help weakening both the 
current and the future market. The Secretary’s actions also tended, 
whether intentionally or not, to build up surpluses and to hoard them. 

Although there was ample precedent and authority and available 
funds, there was little attempt made to move the dairy stocks into 
use. Donations of butter for welfare or relief totaled only 28 million 

unds in 1953 according to testimony given by the Department 

efore the Agricultural Appropriations Subcommittee of the House 
Appropriations Committee. 

Dairy products owned by CCC were not priced competitively to 
Py into the world markets. 

You will recall that a continual war of nerves was carried on in the 
newspapers regarding the surpluses and plans for their disposal. 
There were recurring plans for bargain sales, 2-for-1 sales, etc., etc. 
When Secreta y Benson cut the support from 90 to 75 percent of 
parity, the housewife had heard so much about the bargain butter 
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which was to come that she did not rush to buy, even when the price 
dropped a few cents. 

By the end of March 1954 the Secretary had built the butter 
surplus to 330 million pounds and had used this situation to discredit 
the 90 percent support program. Having done this and having 
been successful in beating down efforts in Congress to restore a higher 
level for dairy supports, the Secretary in late summer began a new 
strategy. Now the aim was to make the 75 percent supports look 
good. Where he had only given away 28 million pounds of butter 
in 1953, the policy changed and he gave away 207 million pounds in 
1954. Apparently he tried to avoid a further buildup of surpluses 
and showed considerable more energy in moving dairy products into 
consumption. 

It is very obvious that if the Secretary had used the same energy 
in avoiding surpluses and in disposing of dairy stocks under the 90 
percent support program as he has under the 75 percent program, we 
would have had no serious dairy problem at all. A good deal of 
straining at statistics has been done to attempt to show that 75 
percent supports on dairy products are working out. Yet it is a 
matter of record that national milk production in 1954 set an all-time 
record. Butter production was at a 10-year high, cheese production 
set an all-time record. In Minnesota butter production was the 
highest since 1943 and cheese set an all-time record. 

Claims are made that butter consumption increased in 1954 by 
4% percent per capita. This figure would sound more impressive if 
it was not known that the gain in consumption was achieved by giving 
away 12 percent of the butter production. The Government gave 
away 10 times as much cheese and 3 times as much dry milk in 1954 
as in 1953. 

There is little doubt in my opinion that the 90 percent support 
program could have worked very effectively had there been a will to 
make it do so. 

The 75 percent support program has accomplished nothing in itself. 
Whatever gains have been made are explained entirely by the give- 
away program. I do not say there was anything wrong with giving 
away the butter. I merely say that if it was proper to do so under 
the 75 percent of parity program, it should have been done under a 
90 percent support program. 

While it is true a 90 percent program could be restored and run 
effectively under proper administration, there are several reasons why 
a production-payment type of program would be more practical. 
It should be remembered that even under a 90 percent purchase type 
of program, the returns to farmers have fallen as low as 82 to 84 per- 
cent of parity. In contrast, a production payment type of support 
would assure that the producer would get the full benefit of the in- 
tended level of support. In addition it would make any large-scale 
purchase and storage by the Government unnecessary. 

A frequent criticism which we heard about the 90 percent support 
program was that it priced the dairy products out of the market, 
encouraged use of substitutes, and reduced the per capita consumption. 
There is little evidence to substantiate this criticism. There is evi- 
dence that per capita food consumption has always been high at a time 
when farmers enjoyed 100 percent of parity prices. This is undoubt- 
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edly because farm prosperity reflects itself quickly in added purchas- 
ing power in the cities and towns. 

e believe that use of production payments, by allowing the food 
to find its own level in the open market, would avoid the criticism that 
the products are being priced out of the market. Whether any great 
increase in consumption would result without any improvement in the 
national economy is questionable. Under a full employment economy, 
however, there is no question that an increase in per capita consump- 
tion of dairy products would result. 

We need go back only to 1947 to see the level at which dairy prod- 
ucts were consumed when our people had the purchasing power. 
If we had consumption at such a rate, we would need perhaps 150 
billion pounds of milk to meet the market demands. 

I am sure your committee is familiar with the study of dairy support 
methods made by the Secretary of Agriculture and reported to the 
Congress. The Secretary makes a comparison of the various support 
methods and estimates the returns to farmers and the costs of the 
programs. 

The Secretary makes two faulty assumptions in preparing his 
estimates. He assumes that the market price under a production 
payment system would go lower than the market price in the event 
of no support program at all. He also assumes that the return to 
the farmer from a 90 percent purchase program would be the same 
as the return from a 90 percent production payment system. Neither 
of these assumptions appear correct and of course his estimate of the 
benefit to the farmer and the cost to the consumer is thrown off. It 
is quite evident that the operation of a 90 percent support system 
through production payments would yield the farmer about $1.2 
billion more income than the present 75 percent purchase program. 

The Secretary’s estimates of the cost of the production payment 
system are exaggerated by his assumption that the market price 
would fall below the free market level. He does not attribute any 
beneficial economic effect to the production payment type of support. 
In actual practice, the production payment system would be much 
less costly than the purchase type of program in any years in which 
we had a strong national economy. Relatively small purchases, if 
any, would be needed if we had a full-employment economy. 

Another point which the Secretary does not recognize is that the 
$1.2 billions in additional income which the 90-percent production 
payments would bring to farmers, would reflect itself in a gain of 
perhaps $8.5 billions in gross national product. 

This in itself would represent a gain of about 2 percent in the gross 
national product and be an important force in encouraging an expand- 
ng economy. 

t has been tragic that there has been no real move in the dair 
industry as a whole toward a unified support of some plan on behalf 
of the producer. 

Some groups are still apparently unconcerned about the plight of the 
producers. Beans are still chasing will-o’-the-wisp programs such as 
the self-help plan. It would probably be better if the self-help plan 
were named the self-defeating plan because in practice it would never 
assure parity prices. It would only assure that if prices ‘were below 
parity, the farmer would take the loss. 


622083—55—pt. 29 
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There has been a general lack of concern in milk marketing order 
areas about the support program on dairy products. Lately, however, 
there seems to be the first signs of a recognition that the milk market- 
ing orders alone will not protect producer prices. It is just becoming 
apparent to some in the order areas that the drop of dairy supports to 
75 percent of parity has become a drag on the prices in the Federal 
order markets. 

It seems to me that producers in the Federal order markets will be in 
increasingly severe price difficulty as long as the 75 percent of parity 
supports are kept in effect. 

There is a genuine doubt in my mind that the Federal order program 
can be maintained for an indefinite length of time if the price of the 
manufactured dairy products is allowed to stay completely out of 
relation with the fluid milk. 

By lowering the dairy supports to 75 percent of parity, the differen- 
tial between fluid milk and manufacturing milk has gotten out of 
relation by as much as $1 or more per hundredweight more than the 
normal spread. 

There is no question in my mind that the milk market orders are 
in for the same fate from the Secretary as the supports on dairy 
products. Time is running out for them. They are headed for the 
scrap heap the same as the rest of the farm program. They have 
been spared up to now because Secretary Benson needed the support 
or the neutrality of the eastern vote to put across the flexible-support 
program. 

But some of the statements which he has been making and some 
of the magazine and newspaper articles which have begun to appear 
have the same pattern as the opening of the attack on the 90 percent 
suppers. 

t is high time that dairy producers began to join together on a 
program including those within the Federal order markets because 
they cannot survive if the dairy supports are kept at 75 percent of 
parity or cut out altogether. 

I think it was very significant early last month that the Secretary 
in a news conference was quoted in the daily newspapers as having 
said that he would like to see a “‘little greater flexibility”’ in the dairy 
support program. 

According to his line of thinking, we could assume that 5 percent 
is a ‘little flexibility” for he has always defined 5 percent as a gradual 
adjustment. So we can guess that the Secretary would like to have 
authority to drop dairy supports to 70 percent whenever he thought 
advisable. 

I was very interested in this statement because I had been reading 
his report to Congress on support methods and his claim in that 
report was that dairy prices would level off at about 70 percent of 
parity if there were no support program at all. 

In other words, what the Secretary would like is to have the support 
rogram at a level where it would not have to do any supporting. 
bat is very much in line with the whole theory of flexible supports 

which always takes away the support when it is most needed. 

There is a good deal of confusion about the milk marketing orders 
and whether they are unfair to producers outside the Federal order 
markets. 
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No one is seriously suggesting that milk marketing orders should be 
thrown out altogether. 

But to put one class of dairy producers on a minimum price-fixing 
program for a part of their milk while leaving all others practically 
at the mercy of the free market, cannot work out to the benefit of 
anyone in the long run. 

The purpose of the milk marketing orders according to the law is 
to provide an adequate supply of milk. Of course, to provide an 
ample supply for the consumers there must be a 15 to 20 percent 
reserve so that the housewife can get the extra quart of milk at any 
time she needs it. 

But, while the outside producer has been left with 75 percent sup- 
ports, the producer in the Federal order markets has been given 
prices which not only brought forth an adequate supply plus 20 
percent, but in many cases is bringing out an adequate supply plus 
90 to 100 percent. 

For example, the percentage of milk used for fluid milk requirements 
in 1953 in New York was 49.1 percent, Boston 52.8 percent, Minne- 
apolis-St. Paul 58.5 percent, Chicago 63.2 percent, Cincinnati 63.3 
percent. 

In New York the production is twice the necessary amount. In 
Boston it is about 96 percent above the fluid milk requirements. 

The producers in the Federal order markets are in a favorable 
position because they not only bave the guaranteed price on the 
class I milk but they enjoy the same support as any other producer 
on the milk which goes into manufactured dairy products. 

In this manner, producers in the Federal order markets are en- 
couraged to go into surplus production. 

What is happening is that we are seeing a shift of production into 
the milk order areas, despite the higher costs of production in those 
areas. 

Milk production on farms in the West North Central States, which 
includes Minnesota and containing only a relatively small production 
which goes into Federal order markets, has seen a drop of 12 percent 
in production over the last 11 years. 

In contrast, production in the Northeast States in which about 
40 percent of the production is under Federal milk marketing orders, 
has seen an increase of 14 percent in the same period. 

By administering the programs in a way which widens the spread 
between manufacturing milk and fluid milk, Secretary Benson is 
allowing the Midwest dairyman to be driven out of production. 

It does not seem justifiable in the national interest that production 
should be shifted into the high-cost areas. 

This is not a fault. of the legislation. It is a fault of the inter- 
pretation of the legislation and of the management of the dairy- 
support program in general. 

One of the criticisms of the milk marketing orders is that the class | 
prices are too high and that they encourage underconsumption of 
fluid milk and overproduction which is turned into manufactured 
dairy products such as butter, cheese, and ice cream. Because of the 
favorable price on the fluid milk, it is explained, the milk order pro- 
ducers can manufacture the butter or other products at a lower price 
and compete at an advantage over other producers. In this manner, 
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the milkshed producers can still end up with a blended price some- 
what higher than the 75 percent of parity of other producers. 

I am not convinced that the prices received by farmers for class I 
milk in the East are too high even where they are well above parity. 
I have studied the cost figures of Dr. L. C. Cunningham of Cornell. 
His figures show that the New York statewide average cost of pro- 
duction in 1953-54 was $4.78 per hundredweight, a few cents more 
than the parity price. The average price received per 100 pounds 
of milk was $4.30 per hundredweight, or 48 cents per hundredweight 
below the cost of production. 

Even with the protection of milk marketing orders, it is clear that 
New York farmers have been hurt by the drop of dairy supports to 
75 percent of parity. 

Considering the cost of production, a class I price in the neighbor- 
hood of $6 per hundredweight would not be out of line in some of 
the Eastern markets. 

The class I price should be at a level which will induce a sufficient 
amount of milk and give the farmer a fair return on that production. 
It is precisely because the dairyman does not have a sufficient return 
from his class I milk that he must produce in surplus and attempt 
to increase his total income. 

What is true in New York is true also in Minnesota. The class I 
prices in the Twin City and Duluth areas are completely unrealistic— 
they are about $3.50 per hundredweight—only about 75 percent of 
the parity for all milk wholesale. 

The class I prices should be at a level which will give the producer 
a fair return for an adequate supply of fluid milk. That is, they 
should allow the producer a price which will give him a fair return 
for the amount of fluid milk needed in the market plus a reserve of 
about 20 percent. 

Beyond that point, of course, the Federal order market producer 
should control his production in one manner or another. 

He is benefitting by a restricted market through the legislative 
power of the Government. He should not use this privilege to the 
disadvantage of other dairy producers. 

It is, of course, very unfortunate that many farmers in the East, 
who are very happy with price-fixing for themselves through Federal 
milk marketing orders, have taken the position that price-flexing is 
O. K. for the other fellow. 

Dairy prices are made in Washington for the Eastern dairyman, but 
it seems they feel other farmers should be happy with prices made in 
the free market place. How they justify these two opposite opinions, 
I do not know. 

It seems to me that it is time that all dairy producers joined together 
on a program that will give stability to the entire industry. 

Such a program is not impossible to devise. 

One of the knottiest problems connected with a production payment 
and marketing-quota program for butter and manufacturing milk pro- 
ducers has been in connection with their application in milk order 
areas. Here is a suggested approach. 

The milk marketing orders are a good starting point but they need 
some improvement and can be made more effective. The law should 
be amended to provide that in no case should the class I milk price 
be set at less than 100 percent of a reasonable retail fluid milk parity. 
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The law should also provide for some method of controlling supplies 
when the production in the Federal order markets exceeds the retail 
fluid milk requirements. 

For the remainder of the Nation’s dairymen and for excess produc- 
tion of market order producers the logical step is to enact a program 
of full parity supports through production payments direct to the 
producer backed up by a manufacturing milk order or quota system. 

Enactment of 100 percent of parity supports on all raw milk for 
manufacturing purposes through production payments, of course, 
would be a great stabilizing influence for farm family income in the 
dairy industry. *° 

I was very interested to read in Secretary Benson’s dairy report to 
Congress the following statement: 

Marketing agreements and orders are well adapted to the maintenance of 
orderly marketing and pricing conditions in the fluid milk industry and they 
could be used for such purposes in the manufacturing milk industry. 

It might very well be possible that the establishment of a milk 
marketing order for manufacturing milk on a nationwide basis would 
have some real possibilities. However, it would still seem most 
reasonable even under such a system to use a production payment 
system rather than propping the market with a series of minimum 
milk prices. 

I would suggest rather than a national milk marketing order for 
manufacturing milk, that it would be more promising to consider a 
system under which given areas would be designated as commercial 
fluid milk areas and commercial manufacturing milk areas somewhat 
in the same manner that we now designate commercial corn and 
wheat areas. 

Under such a plan, it would be possible to classify all producers 
who sell regularly to a Federal regulated milk order market as being 
within the commercial fluid milk area. 

All producers outside the Federal order markets would be considered 
as being within the commercial manufacturing milk area. 

In the commercial fluid milk areas class I milk prices would be set 
after public hearings much as in the present manner, except that in 
no case could the Secretary of Agriculture establish a fluid milk price 
lower than 100 percent of a reasonable fluid milk parity. The rate 
could be higher if conditions warranted a higher price. 

This fluid milk price would be obtainable on the fluid milk require- 
ments in each market. Producers in each market order area could 
choose either of two alternatives (1) to limit marketings by marketing 

uotas, or (2) to accept support on the milk which goes into manu- 
actured products at 75 percent of the support rate in the commercial 
manufacturing milk areas. This would be in line with the support 
levels provided in the noncommercial corn or wheat areas. When 
the producers in a given Federal order market area choose under 
alternative 1 to join with manufacturing milk producers in their 
production payment and marketing quota program they would agree 
to limit marketings for manufacturing purposes in the same manner 
as other producers. 

Such a system would tend to assure the market order producer a 
fair return for the milk he supplies to a restricted fluid milk market. It 
would give him an opportunity either to control surplus marketings or 
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to get some support on the surplus production if it goes into manu- 
factured dairy products. 

Support in the commercial manufacturing milk areas and on excess 
marketings in the commercial fluid milk areas should be on the raw 
milk so that farmers’ returns will be protected and that manufacturers 
will have some flexibility in putting the milk into whatever manu- 
factured item happens to be most practical at a given time. 

Of course, the authority of the Government to buy manufactured 
dairy products should be continued. Purchases for school lunch, 
welfare and other purposes would be very useful at times of seasonal 
surpluses in reducing the stocks on hand. In thfs way it would be a 
valuable supplement to the production payment support program. 

From a long-range standpoint, I believe such a plan should be well 
worth considering. 

At such time as a nationwide milk program of this type were in 
stable operation, it may well be that producers in Federal milk order 
areas and milk price regulation States may wish to revise class I 
pricing formulas so as to increase the volume of milk sold in retail 
fluid form at somewhat lower prices to consumers while maintaining 
the average blended price received by producers. 

For the present moment, the single action which would do the most 
to solve the cost-price squeeze for the average dairyman and minimize 
the spread between fluid milk and manufacturing milk prices would 
be to restore 90 percent supports on milk through production payments 
to the producer. 

I would heartily recommend such action to the Congress. I want 
to thank the members of the subcommittee for the opportunity to 
express my views on this problem which so seriously concerns us all. 

Mr. ANpRESEN. You favor continuation of the milk-marketing 
orders for fluid milk? 

Mr. Curistianson. That is right. 

Mr. ANDRESEN. Such as we have around the Twin Cities and in 
Chicago? 

How do you feel about the dairy farmers who produce a little outside 
the area, and their getting into that market to get the higher price? 

Mr. Curistianson. I believe that in a restricted area there should 
also be restricted production, Mr. Andresen. 

Mr. ANDRESEN. That is, you would have them restrict production 
within the milkshed itself? 

Mr. CHRISTIANSON. Yes, sir. 

Mr. AnprESEN. How would you curtail production—limiting the 
number of milk cows or the amount of milk that they could market? 

Mr. CuristTiANson. The amount of milk that they could market. 

Mr. ANDRESEN. You suggested a blended price. I believe you 
mentioned a blended price for milk? 

Mr. Curistianson. I just referred to that statistically as a blended 
price which would be the outcome of your fluid price together with 
the production under this marketing suggestion which I made. 

Mr. ANprEsEN. As you know, in the Twin Cities’ milk area, there 
they also manufacture dairy products. 

Mr. Curistianson. Yes, sir. 

Mr. AnprRESEN. But the dairy producers who are affiliated there 
sell their milk there and get a her blended price than the farmers 
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who furnish manufactured milk, as, for instance, in my section of 
Minnesota. 

Mr. CuristTianson. Yes. 

Mr. ANDRESEN. Would you also limit the farmers within the milk- 
shed area from producing surpluses to go into manufactured products? 

Mr. Curistianson. Yes, I would. 

Mr. ANDRESEN. Just how would you restrict that? 

Mr. CuristiANnson. Well, under a quota system. 

Mr. ANDRESEN. What would they do with the milk? Would they 
ship it out into some other county where it would be manufactured 
into butter and cheese? 

Mr. Curistranson. This thing could not be inaugurated overnight. 
In setting up your milk marketing quotas they would have to cut back 
production the same as your wheat and corn farmers are cutting back 
production now. 

Mr. ANDRESEN. I have been trying to figure out in my own mind 
how you could cut down production where there is a price advantage 
for the farmers in the crude milk areas who produce more. 

Mr. Curistranson. Where there is a price advantage on your other 
basic crops now the farmer is penalized for overproduction, and 
naturally in this proposal which I make there would be a penalty for 
the overproduction as well. 

Mr. ANnprReEsEN. In other words, you would assess a penalty on a 
farmer for overproduction? 

Mr. CuristrAnson. Over and above his crude milk quota. 

Mr. ANDRESEN. Let us take one of the large consuming areas in the 
State of New York where they have a milkshed there which takes in 
several States. You would then also limit the production of milk in 
that great milkshed area? 

Mr. CHRISTIANSON. Yes, sir. 

Mr. AnpreEsEN. From the statements made by you and your 
associates I figured you were pretty strong for the large milkshed 
order areas. 

Mr. Caristianson. We believe that is a starting point and could 
be well used as a starting point to develop something as I suggested 
here. 

Mr. ANDRESEN. I would like to have further details from you as to 
the mechanics of working this thing out. 

Mr. Curistranson. I would be happy to mail you, Mr. Andresen, 
the details that we have in the worksheet in trying to arrive at a 
picture of how this would operate. 

Mr. AnDRESEN. Would you give the dairy farmers from Minne- 
sota and other States a right to vote on this question? 

Mr. CuristIANson. Yes. 

Mr. AnprEsEN. Whether or not they wanted to go into it? 

Mr. Curisti1anson. Yes. It would be voted on the same as in the 
wheat and corn areas. 

Mr. ANDRESEN. Two-thirds referendum vote? 

Mr. Curistranson. Yes. That is in my testimony, sir. 

Mr. ANDRESEN. One other question. In connection with a refer- 
endum vote of that kind, would you leave it to the board of directors 
to cast the vote for the farmer membership or would you submit the 
referendum to the individual dairy farmer? 
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Mr. Curist1anson. To the individual dairy farmer. 

Mr. ANDRESEN. You would not want that section of the law which 
permits the board of directors to cast the vote of their membership? 

Mr. Curistianson. No. I am not familiar with the particular 
point of the law you are talking about, but we believe that the pro- 
ducer should be the fellow who casts his vote. 

Mr. ANDRESEN. That is the law in the milk-marketing order areas 
where there are cooperative creameries or dairy plants. There the 
board of directors can cast a vote for the sauleetaliie. 

Mr. Curistianson. I was not familiar with that. 

Mr. Aprernetny. Are there any further questions? 

Mr. Hacen. You stated that you thought 90 percent of parity 
would be ideal. 

Do you distinguish between producers? For example, down in 
Los Angeles I doubt if there is a dairy which operates which is not 
represented by a $100,000 or $200,000 investment. 

Mr. Curistianson. In previous testimony we have recommended 
that no production payment should exceed $2,500. 

Mr. Hacen. That is probably too low. 

Mr. Curistianson. It could be. It is a matter of opinion. 

Mr. Hacen. I am under the impression that most of the milk 
which goes into cities is supplied by what you might call a milk factory. 
Out in California the community I represent can rarely get fluid milk 
into Los Angeles. You practically have to have a license to sell milk 
produced outside of Los Angeles County in that county. Most of 
the milk supplied in Los Angeles comes from these big dairy factories. 

I was wondering whether you are advocating a program for them 
or the map out on the farm? 

Mr. Curistianson. Our program is designed for the family farm 
operator out on the farm. 

Mr. Hacen. I see. I was not here when you made that previous 
statement. 

Mr. Aserneray. All right, Mr. Patton. 

Mr. Parron. We have one other witness, Mr. Dwyte Wilson, 
general manager, Equity Union Creameries, Aberdeen, S. Dak. 

When you are through with Mr. Wilson I would like permission to 
read just one oathenth and file my summary. 

Mr. Asernetay. All right. 

Proceed, Mr. Wilson. 


STATEMENT OF DWYTE WILSON, ABERDEEN, S. DAK. 


SOME OPERATING DEFECTS OF EXISTING PROGRAM 


Mr. Wizson. For the record, I am ee Wilson, general manager 


of the Equity Union Creameries, Inc., wit general offices at Aberdeen, 

Dak. The Equity Union reameries is a dairy processing and 
marketing cooperative with over 10,000 active producer members. 
It is affiliated with the Farmers Union. 

At the outset I would like to say that I concur with and support 
the position taken by the other Farmers Union members appearing 
here today. 

It is the hope of members of the Equity Union Creameries that we 
can replace the present price-support program with a compensatory 
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payment program and a food stamp plan such as recommended here 
today. Our organization feels that such a support program would be 
a decided improvement over the present program. 

There is one facet of the present program that I would like to 
commend highly. That is the school milk program. While 98 percent 
of the members of our creameries market farm separated cream in the 
form of butter, a small percentage are marketing grade A fluid milk. 
We have had some experience with the school milk program. We 
find, like any new program, it is slow to get underway and in many 
cases it has to be sold. The schools that have not been in the program 
in prior years find that it costs them a little more than the schools 
which have had the program previously. It is our feeling that few 
if any schools which served milk under the program this year will 
discontinue next year. On the other hand, | feel that many more 
schools in our area will come into the program next year. It is our 
feeling that the program ought to be expanded and extended. It 
will certainly pay big dividends in healthier boys and girls. 

While at the outset I stated that we would favor a compensatory 
payment plan moving dairy products into consumer channels and 
returning the dairy farmers full parity, there are improvements that 
could be made in the administration of the present program. 

During a big part of the year the price of butter is governed by the 
support price. However, during many months in some recent years 
the price has been governed by the CCC resale price of dairy products. 
This resale price has been set, I believe, at cost plus 5 percent with 
the exception of milk powder which they are reselling below cost. 
This latter product depressed the price of dried buttermilk and in 
turn lowered the return to the diary producer. 

Not long ago we were told that the support price on butter April 1, 
1955, would be the same in dollars and cents as in 1954. However, 
it would now be around 80 percent of parity as against 75 percent the 
previous year. To the dairy producer who sees his costs going up all 
around him this is a little difficult to understand. 

The Department of Agriculture could help this if they would set 
their resale at a higher figure. No one would suggest that the dairy 
products removed under the present price-support program should 
not be resold to the trade when needed. But why not hold the resale 
at a price of 100 percent (or full parity) or slightly above and give the 
dairy farmer an opportunity to hold his own under the parity price 
formula instead of losing 5 percent in a single year. 

Another administrative decision that costs our producers money is 
the manner in which the base price has been set the past 2 years. 

Normally about 50 percent or better of our production moves to 
west coast markets at a freight cost equal to the east coast. The pres- 
ent administration has completely ignored the historical price relation- 
ships and set the west coast support price below New York and on a 
par with ne 

They origin 


0. 

ly said the producers on the west coast wanted a 
lower support price. Can you believe that a west coast producer 
would say 75 or 80 percent of parity is too much and would the 
Department please set the support price lower. Now they say that 
it didn’t stop the west coast movement and point to the volume of 
dairy products shipped from the Midwest to west coast last year. 
They did not point out that Midwest producers subsidized this 
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movement because they were reluctant to lose their west coast 
customers. 

These are just a couple of many administrative decisions that seem 
designed to either make the present price-support system break down 
or to lower the returns to dairy producers. 

These latter things I have mentioned constitute patchwork that 
could be done to improve the present system. More desirable, of 
course, would be the construction of an entirely new program for 
dairy farmers such as proposed by the Farmers Union. 

Mr. Asernetuy. Mr. Andresen? 

Mr. AnpRESEN. I would like to refer to page 36 to see if I understand 
you clearly, in the next to the last paragraph. 

You state, “The Department of Agriculture could help this if they 
could set their resale at a higher figure.” 

What do you have in mind? 

Mr. Witson. Last year we purchased from the CCC at the price 
we sold our products to them. We were buying on a resale program. 
They were reselling butter at 58% cents Chicago which set the Chicago 
market at 59 cents. 

If CCC said they would not sell that back to the trade during the 
months when butter was short at less than 65 cents, the Chicago 
market would have been about 65% cents, the butterfat market would 
have been higher, it would have given the farmer a higher average 
price for butterfat during the year. 

Mr. AnpRESEN. Of course, they have a tremendous surplus in the 
hands of the Government. I know you recognize that. 

Mr. Witson. Yes. 

Mr. ANDRESEN. Maybe some of your producers helped create some 
of that surplus. The problem here may not come from the dairy 
area where they make butter and cheese. The problem is getting rid 
of the Government surplus which was purchased under the support 
program. 

If we can get rid of that surplus I think we will have our problems 
largely solved. 

Mr. Witson. I think that is right, sir. This constitutes a ceiling 
price on the producer, and it is my personal feeling we would sell about 
as much butter at 65 cents during those months as we would sell 
at 58% cents a pound. 

Mr. Anpresen. A lot of people want to buy butter at 25 cents a 
pound, though, where they could well afford to pay $1 a pound for it. 

Mr. Witson. I don’t believe there is a great deal of difference 
percentagewise in the sale of butter at 75 percent of parity as against 
90 percent. 

Mr. Anpresen. I will agree with you on that. 

That is all. 

Mr. Asernetuy. All right, Mr. Patton. 


SUMMARY OF NATIONAL FARMERS UNION RECOMMENDATIONS FOR 
SOLUTION OF THE ECONOMIC PROBLEMS OF MILK AND MILK PROD- 
UCcTS 


Mr. Patron. The growing United States dairy propio is bounded 


on one side by national underconsumptoin of milk and its products 
and on the other by unnecessarily and distressingly low income of 
milk-producing farm families. 
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We shall continue to urge and support enactment of domestic con- 
sumption expansion programs for milk and its products. We believe 
our Nation should arrange to inaugurate all the programs that are 
needed to enable consumers to buy all the milk they need for good 
nutrition and to provide free milk for all schoolchildren. If this were 
done, we are quite sure that market prices received by farmers for 
milk would be at an adequate parity level and there would be no sur- 
plus milk problem. 

To the extent, however, that the Nation fails to maintain full 
employment and fails to adopt fully adequate milk consumption pro- 
grams, we cannot stand idly by and see milk-produicng farm families 
driven into bankruptcy and low living standards. 

To prevent this we shall continue to support enactment of legislation 
that will provide firm protection to returns on sale of family farm pro- 
duction of milk and butterfat at 100 percent of the parity price by means 
of production payments buttressed when needed by marketing quotas. 

roposed Federal legislation which purports to eliminate State and 
local barriers to milk shipments or which appears to claim that elimina- 
tion of Federal milk orders will solve dairy farmers’ income problems 
is almost surely sheer demagoguery in that such claims do no more than 
raise false hopes of distressed milk producers. We are advised legally 
that some such proposals are cabal unconsititutional, and econom- 


ically, if enacted, would do little to improve the income of the great 
bulk of America’s dairy farmers. This is a complex subject, one on 
which our study of possible solutions is only in the beginning phases. 
There are countless detailed problems of State and local sanitary and 
pricing regulations relating to milk. We suggest for your considera- 
tion the adoption of legislation to establish within the arene 


bureau of the United States Department of Agriculture, a fully quali- 
fied staff to provide technical assistance to State and local sanita 
and pricing regulatory bodies to promote rapid adoption of improved, 
simplified, and more uniform regulations. 

Mr. Chairman, one of our scheduled witnesses was unable to be here 
today. He is Mr. James C. Norgaard, general manager of Farmers 
Union Cooperative Creamery Co. of Nebraska. I request that his 
letter and accompanying statement be printed in the record at this 
point in my testimony. 

Mr. ABERNETHY. Ail right. That will be made part of the record, 

(The statement and letter of James C. Norgaard is as follows:) 


Superior, Nesr., May 10, 1955. 
Mr. Joun A. BAKER, 
Assistant to the President, National Farmers Union, 
1404 New York Avenue NW., Washington 5, D. C. 


Dear Mr. Baker: I am enclosing herewith a copy of my report to the share- 
holders at the annual Farmers Union meeting which sets forth some of the reasons 
why we are having difficulty in the dairy industry. and I aiso suggest what can 
be done about it. Of course, I don’t know if it will work, but in my opinion we 
need to protect the farmers on the basis of 100 percent of parity and yet keep the 
dairy products within the reach of everybody in the United States. The best way 
we can accomplish that, in my opinion, is by a direct subsidy to the farmers and 
let the supply and demand take care of the price. This will! eliminate the need for 

yovernment purchases of so-called surpluses. 

If you care to use this report as a statement before the committee, it will be all 
right with me. Thank you for sending me the statements of the various Farmers 
Union leaders who will appear at the Dairy Subcommittee hearing. 

Sincerely, 
Farmers Union Co-op. Creamery Co., 
By James C. Norcaarp, General Manager. 
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STATEMENT OF JAMES C. NoRGAARD, MANAGER OF THE FARMERS UNION Co-op, 
CREAMERIES, SuPERIOR, AURORA, FREMONT, AND Farrpury, NEBR. 


I am sure you have all heard that there is a surplus of butter. In my opinion, 
that is not entirely correct; but we do have an underconsumption of dairy 
products. Up to World War II we consumed on an average of from 1534 to 17% 
pounds of butter per capita. At present we consume only 9 pounds of butter 
per capita. Our annual United States production of butter is only 11 pounds 
per capita. It is, therefore, obvious that if we had a normal consumption of 
butter, we would have a shortage instead of a surplus. You may ask, ‘‘'Why 
have we lost half of our butter consumption?”’ 

There are several reasons: 

First. The Government held the price of butter down during the war by paying 
a direct subsidy to the farmers, so that butter would not sell for over 50 cents 
per pound, while other food products were permitted to go to relatively much 
higher prices. 

Second. Rationing of butter created artificial barriers, so that butter could not 
move freely. For example, the west coast did not get its fair share of the Nation’s 
butter during the war, because a large share of the west coast’s dairy production 
was diverted from butter into evaporated and condensed or dried milk; because 
of the great influx of people to work in the war plants on the west coast; and 
because the OPA rules made it practically oneal for butter to be shipped to 
the west coast. ‘The Armed Forces’ needs were set aside first by the creameries, 
and the balance of the butter produced was rationed to the civilian population. 
The result was that very little butter was available and many people began using 
other spreads such as jelly, marmalade, honey, and oleo. ‘Nee will find many 
people haven’t used butter since before the war. 

hird, Oleo. During the butter scarcity, the oleo interest capitalized on the 
unfavorable publicity the dairy industry was getting because of its fight against 
coloring oleo, and the Armed Forces after the war started to buy considerable 
oleo for our men in the service. 






































WHAT CAN BE DONE 


That brings up the question: What can we do to regain the favor of the public 
and get butter consumption up to production levels? 

So here is what I think must be done: 

I believe we must let the butter price drop to a level where the consumers 

can and will buy all the butter produced. We must recognize that the staggering 
tax load that the average family is carrying is far greater now than before World 
War II, so the purchasing power of the average family is actually lower, in spite 
of higher wages, than it was before. 
- The farmer must either receive a direct subsidy from the Government, so he 
will get a 100 percent of parity; or a rollback plan of butter prices can be worked 
out so the creameries will receive the difference between the market price for 
butter and parity, so they can pay full parity price for cream to the producers— 
or it would spell ruin for the dairy farmer as his living cost and the cost of farming 
operations and taxes have likewise increased during and after World War II. 

We must not forget it was the direct subsidy and rollback prices that the farmers 
and creameries received during the war that kept the price down to the consumers. 
In reality it was the consumer who received a subsidy during the war in the form 
of lower prices, and we must now use the same techniques to get the so-called 
surplus into consumption. I, for one, would rather see the American housewife 
get our butter cheaper, than to sell it cheap in foreign countries and ruin the mar- 
ket for dairy producers in other lands at the expense of the American taxpayer. 


Mr. Parron. To provide a convenient reference, the following is 
a brief list of our major recommendations: 












OUTLINE OF NATIONAL FARMERS UNION POSITION ON ECONOMIC PROB- 
LEMS OF MILK 






A. Consider basic problems to be: 
1. Underconsumption of fluid milk and milk products; and 


2. Unnecessarily and distressingly low income of milk-producing 
farm families. 
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B. Measures to expand consumption of milk and its products: 

1. Enact measures to insure expanding full-employment economy; 

2. Federal funds to finance free milk for all school children; includ- 
ing administrative costs; 

3. Enact food allotment—food stamp—plan, H. R. 4577; 

4. Continue direct distribution to eleemosynary institutions, Armed 
Forces, veterans’ facilities; 

5. After stable permanent milk price-support program at an ade- 
quate level has been enacted and established, revise class I milk- 
pricing formulas in Federal milk orders to reduce retail price of fluid 
milk; and 

6. Nutritional education program. 

C. Measures to protect incomes of milk-producing family farmers: 

1. Farmer returns on milk should be supported at 100 percent of 
parity price; 

2. Use production payments as method of support; 

3. Only family-farm volume of production would be eligible for 
payments; and 

4. Favor enactment of authority for milk producers to use market- 
ing quotas to keep production balanced with genuine consumer 
demand. 

D. Establish, within appropriate bureau of United States Depart- 
ment of Agriculture a staff of qualified employees to provide technical 
assistance to State and local milk sanitation and pricing regulatory 
bodies to promote more rapid adoption of improved, simplified, and 
more uniform regulations. 

E. Raise Commodity Credit Corporation sell-back prices on sales 
of dry milk to feed manufacturers, and on its stocks of butter, to 100 
percent of the parity price. 

Thank you very much. 

Mr. AserRNETHY. | want to say to you and your associates we appre- 
ciate your coming here today. 

Mr. Parron. Thank you very much. 

Mr. ABERNETHY. I wish to apologize for the limited time we have 
assigned. It is something we regret very much. 

You always precipitate considerable discussion and that is what we 
like. 


Mr. Parron. Thank you, sir. 

Mr. Asperneruy. We are delighted to have had you. 

Mr. Patron. Mr. Chairman, I want to thank you and the members 
of your committee for the very fine attention we have had and the 
very intelligent questions we have had asked. 

Mr. Apernetuy. Thank you, Mr. Patton. 

Mr. Jounson. I just want to say I have been listening to the 
testimony of all the witnesses who have been here from the Farmers 
Union. I have enjoyed their statements considerably and I think a 
lot of study and effort has been devoted to these statements. 

I want to thank you for your fine statements. 

Mr. Patron. Thank you, and we want to thank you for your 
efforts, sir. 

Mr. Jounson. We have been trying to get everybody satisfied. We 
in the Dairy Subcommittee have spent more time on hearings than 
any other agricultural subcommittee, and yet we cannot hear every- 
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body. I am in hopes we can get out in the country next fall and get 
the farmers’ reactions. 


Mr. ABERNETHY. When we get everybody satisfied it will be Judge- 
ment Day. 

We will adjourn at this time. 

(Committee adjourned at 12:25 p. m.) 

(The following statements were submitted to the subcommittee:) 


Detano, Mrinn., 50-Man Commirren Proposat ror NationaL¥Se.r-Hewp 
Darry SraBiLizaATION ProGRaM 


Approximately one-sixth of the nonfarm consumers’ dollar is spent for dairy 
products (Yearbook, 1954, U. 8S. Department of Agriculture, p. 475). 

The United States is the leading milk producing Nation in the world, yet we 
rank 13th in per capita consumption. he per capita production in 1953 was 
759 pounds while the per capita consumption was only 682 pounds. If each 
person had used 77 pounds, or 11.3 percent more milk, demand and supply 
would have been in balance (The Farmer, November 6, 1954). 

To secure a 10 percent increase in consumption, prices to farmers would have 
to drop 40 percent. We have been told repeatedly that the consumer purchases 
in dairy products approximately 25 percent of his or her nutrition for, roughly, 
15 percent of the food dollar (excerpts from the address of W. D. Knox, editor of 
Hoard’s Dairyman, before the National Milk Producers Federation in Washing- 
ton, D. C., on November 9, 1954). 

To control production of basic crops it is estimated that 30 to 40 million acres, 
approximately the area of the State of Iowa, will be diverted to other uses. Any 
feed produced on these diverted acres and used for dairy feed will thus create a 
still greater dairy surplus. 

Since dairy products are an important part of our food supply, and since dairy 
products are highly perishable, and only the manufactured products are storable 
for relatively short periods, and since dairy farming requires a large investment 
for the production of quality products that are produced under sanitary condi- 
tions, it is for the best interests of both the consumer and the producer that a 
National Dairy Stabilization Board be created to deal with the special problems 
of production and distribution. 


I. NATIONAL DAIRY BOARD 


The National Dairy Board should be composed of 27 members; 20 members 
should be selected from and represent the producers, 4 should be selected from 
and represent the processors and distributors. The Secretaries of Agriculture, 
Labor, and Health, “Education, and Welfare would be ex officio members. 

Appointments should be made by the President from nominations made by 
the producers, and by the processors and distributors. 

All phases of the dairy industry and all geographical regions should be repre- 
sented on the Board. 

All expenses of the National Dairy Board should be paid by the producers of 
dairy products. 

Each Board member should be allowed $50 per day and expenses, but total 
salary should not exceed $2,500 per year. 

Terms of appointment would be for 6 years, except one-third of first appoint- 
ments would be for 2-year terms, and one-third of appointments would be for 
4-year terms. 


II. EDUCATIONAL FUNCTION OF NATIONAL DAIRY BOARD 


Since the consumer is buying 25 cents worth of nutrition for 15 cents, a national 
advertising and educational campaign should be conducted so as to encourage 
greater consumption of dairy products. 

The National Dairy Board should have authority to make a levy on all dairy 
products of 2 cents per 100 pounds of milk and on other dairy products in the 
same proportion as to milk equivalent. 

On an estimated annual consumption of 105 billion pounds of processed milk 
a levy of 2 cents per 100 pounds would yield $21 million. This would be ample 
to properly advertise dairy products, carry on a constructi,e educational cam- 
paign, and finance the administration of a self-help program. 
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The program of the American Dairy Association and National Dairy Council 
should have full support and be fullv financed by the fees collected by the National 
Dairy Board. 

Full cooperation should be given the National Milk Producers Federation in 
promoting a practical self-help program. 

An annual audit would be made by the Secretary of Agriculture. 


Ill. TRADE BARRIERS AND SANITARY REGULATIONS 


The National Dairy Board should conduct public hearings to determine if any 
trade barriers and local sanitary regulations prevent the free flow of grade A 
milk and other dairy products of high quality from consumer markets. 

Should such trade barriers and sanitary regulations be found to interfere with 
the free flow of grade A milk to consumer counters, the facts should then be 
publicized. This will give the consumers and the producers who may be adversely 
affected an opportunity to work for such correcti,.e measures as may seem 
advisable. 

The National Dairy Board should work for the uniform acceptance of a national 
sanitary dairy code and the proper labeling of butter and other dairy products 
by grade. When it is clearly in the best interests of the producer, consumer, and 
distributor that national laws be passed to govern sanitary regulations and 
eliminate trade barriers, the National Dairy Board shall make such recommenda- 
tions as are necessary to the proper legislative bodies. 

It shall also be one of the functions of the National Dairy Board to promote 
economical methods of marketing, producing, and distributing dairy produets. 


IV. STABILIZING PRODUCTION TO MEET CONSUMER DEMAND 


Another objective of the National Dairy Board would be to stabilize production 
so that there would always be an ample supply of high quality dairy products to 
meet consumer demand and at the same time avoid overproduction and waste. 

The yield from an acre of wheat will vary greatly from year to year. The 
dairy farmer is different from the wheat farmer; he operates a manufacturing 
plant. He has so much raw material—hay, pasture, and grain. His manufactur- 
ing plant is made up of so many cow units of varying individual efficiency. The 
farmers’ managerial ability also varies, but as a rule total yearly production per 
farm is not as variable as in the case of crops. Since dairying can be considered 
as a manufacturing business, it lends itself to regulation of total yearly production. 

An expanding market that will utilize all dairy products, and yield the pro- 
ducer a fair price, is a desirable goal. However, when burdensom surpluses do 
exist, as at present, we believe it is more equitable to the producer to have pro- 
duction regulated by giving the producer a base and surplus quota rather than 
by the low-price-squeeze method. Since it requires, roughly a 40 percent drop in 
price to move a 10 percent surplus, the regular well established dairy farmer can 
more easily reduce 10 percent in production than absorb a 40 percent cut in price. 
When he reduces production he also reduces expenses. 

When production and consumption are in balance and farmers receive full 
parity no base and surplus quota would be necessary. A base and surplus quota 
system could not be used to restrict production to foree unreasonable high prices 
on the consumer. The function of the base and surplus quota system would be to 
assure the dairy farmer of a fair price. This would be fair to the consumer, who 
expects and deserves a high quality product. Farmers who receive full parity 
price for their dairy products can be expected to maintain sanitary dairys and 
produce grade A milk and other dairy products of high quality. 


V. USE OF BASE AND SURPLUS QUOTAS AND SUPPORT PRICES 


Prior to January 1 of each year the National Dairy Board would make a 
national survey of all dairy products in storage, their probable demand and the 
estimated production for the next calendar year. At the Board’s election this 
may be done quarterly. 

A. If the estimated production and the storage carryover are short of the 
estimated demand, the National Dairy Board would then set a support price, 
to bring production in balance with demand. 

B. If the estimated production and the storage carryover are in equal balance, 
then the National Dairy Board would set a support price of at least 90 percent of 
parity. The Commodity Credit Corporation would also be authorized to pur- 





490 STUDY OF THE DAIRY INDUSTRY 


chase any and all surpluses that could not be absorbed on the regular market and 
hold the same in a surplus holding pool. 

C. If at any time the amount of dairy products held by the Commodity Credit 
Corporation in the surplus holding pool appeared to be excessive and in danger 
of deterioration or spoilage then the National Dairy Board shall be authorized 
to set up a self-help dairy surplus disposal plan. 

1. If the total surplus does not exceed 5 percent of total annual consumption 
then the self-help dairy stabilization plan recommended by the National Milk 
Producers Association shall be put into operation. 

2. If the surplus is in excess of 5 percent of total annual production or if the 
cost of disposing of surpluses exceeds a cost of 10 cents per 100 pounds on all 
milk or milk equivalent in other dairy products, then an individual base and 
surplus quota system of production controls shall be submitted to dairy farmers 
for approval or rejection. 


VI. STABILIZATION FEES AND SURPLUS DISPOSAL FEES 


The National Dairy Board should have authority to level a general stabilization 
fee on all milk and milk equivalent of other dairy products, not to exceed 2 cents 
per hundred pounds of milk for administrative, advertising, marketing, and 
research. Up to 10 cents per hundredweight of milk may be levied to finance 
surplus disposal under the National Milk Producers Federation’s self-help program. 

If dairy farmers approve a base and surplus quota system for control of dairy 
surpluses, the National Dairy Board shall have authority to make such a surplus 
disposal fee levy on surplus production as will reimburse the Commodity Credit 
Corporation for actual losses incurred in the disvosal of such surpluses. 

Both stabilization fees and surplus disposal fees shall be collected at the point 
of first processing. Individual producers, who do their own processing, shall 
be subject to the payment of both the stabilization and the surplus disposal fees. 


VII, VARIABLE BASE AND SURPLUS QUOTAS 


If base and surplus quotas are approved, all producers of record shall be con- 
sidered as having earned a base quota. The base quota shall be the average of 
the most recent 3-year average production, or the fractional period of the 3 years 
the farmer was an actual producer prior to the establishing of quotas. 

Each individual dairy farmer would have to prove his production from actual 
sales slips, or by county average of cows owned. After the dairy farmer has 
proven his 3-year average production and the same has been approved by a county 
dairy committee, the same shall be registered with the first processor of his choice. 

Farmers with less than 5 cows, or who market less than 20,000 pounds of milk 
per year, would have no base or quota. They would have no vote in accepting or 
rejecting any self-help dairy stabilization plan. All production from 1 farm 
would have to be marketed under 1 name, so that no exemptions could work to 
the disadvantage of a base and surplus or quota system. 

Normal production quotas would belong to the owners of the cows and would 
not necessarily follow the ownership of the land. This would prevent capitaliza- 
tion of dairy quotas into land values. 

Farmers buying a dairy herd could be assigned the quota belonging to the owner 
of the dairy cows. Only 1 transfer of quota could be made in 1 calendar year. 

Individual farm quotas may be variable. The individual farmer’s quota would 
be based on the previous 3-year average of all milk produced. A farmer who has 
produced in excess of his base quota, but who has paid the required surplus dis- 
posal fee on overproduction, shall be granted a larger quota. By this method of 
allowing a larger quota to be earned no farmer would be bound to an impractical 
farm program. 

A farmer who produced at or below his base level shall not be penalized in the 
succeeding year, through a reduction in base. Once a base is established, no 
reduction can be made in the base unless the 3-year average production falls 
below 80 percent of the previous year’s base. Likewise, a base cannot be raised 
more than 33% percent in 1 calendar year. 

No farmer could be excluded from going into the dairy business. Farmers who 
increase production or new producers could not be penalized for more than a 
3-year period. On all production there would be levied the general stabilization 
fee, but on increased production and new production the surplus disposal fee would 
be levied on 100 percent of production the first year; the second year it would 
be _— 66% percent of production; and the third year it would be on 33% percent of 
production. 
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All imports of dairy products would have to pay the same surplus disposal fee 
as is levied on increased production and on new production. 

A variable base and surplus plan as outlined above would not unduly penalize 
a new producer or an efficient producer who wished to increase production. The 
plan would not subsidize the inefficient producer. The overall result would be 
stabilization. 

A. Farmers would produce for actual consumption in an expanding market 
and not for Government storage. 

B. Dairy farmers would be subject to the minimum amount of controls and 
regulations. 

C. There would be no counting of cows or farm visits. 

D, There would be no change required in the present marketing system. 
Farmers would have a free choice in marketing as they would register their 
quota with the processor where they normally sell. 


VIII, COSTS AND ADVANTAGES OF ALTERNATE PLANS 


A. Inereased advertising and expansion of markets: 

The normal cost to an individual farmer with 25 cows and each producing 
8,000 rounds of milk would he as follows: 

25 X 8,000 pounds = 200,000 pounds or 2,000 hundredweight 
2,000 X 2 cents = $40 annual cost 

If we assume 100 percent of parity to be $4.50 for 100 pounds of milk the above 
farmer would receive 2,000 X $4.50 or $9,000 less the $40 stabilization fee or a 
net income of $8,960. 

If the same farmer received 75 percent of perity his net income would be 
$6,750, or $2,210 less. 

There is no assurance that advertising alone will guarantee the farmer 100 
percent of parity. It is yet to be determined how much money can profitably 
be spent on advertising. An expanded advertising program, however, does 
deserve a worthy trial. 

B. National Milk Producers Federation self-help program: 

It is estimated in 1955 we will produce 125 billion pounds of milk. 

It is estimated we will consume in 1955, 120 billion pounds of milk. 

This will leave us with a surplus in 1955 of 5 billion pounds of milk. 

This is equivalent to 4 percent. 

If the individual farmer’s share of the national surplus was 4 percent this 
would be 80 hundredweight. If this surplus sold at a 50 percent loss, it. would 
amount to 80X $2.25 or $180. 

To make up a loss to the Commodity Credit Corporation this farmer would 
have to be assessed 9 cents per each 2,000 hundredweight of milk he sold. 

His net income would then be: 


2,000 hundredweight X $4.50_____ _. 
Less surplus disposal fee of 9 cents 
Less stabilization fee of 2 cents___-__-- 


Net income_____.____-- 
Cost or amount less 100 percent parity 


This plan has the advantage of having no controls on production. It has the 
disadvantage of the greater the surplus the greater the assessment necessary to 
dispose of the surplus. There is also a limit to the amount or surplus that can 
be disposed of in school lunches and sold in foreign markets. The farmer’s price 
is a blend price. 

Base and surplus plan: 

If we use the same illustration as above, each farmer would have a base oval 
to 96 percent of full production, and all milk produced above that would have to 
be sold for the surplus price. 


1,920 hundredweight X $4.50... -. 2. o. -..---+24---2st.us------- $8, 640 
80 hundredweight X $2.25_...__- Sihinctl Been Sacks apethinnincanail <tbievteaeeinas 180 


Total 
Subtract 2-cent stabilization fee _ _- 


Net farm income -- - : 
Cost or amount less 100 percent of parity 


62203—55—pt. 2——_10 
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If a farmer has an established base, and if he does not exceed his base peedustion. 
he would receive full parity or $4.50 per hundredweight. This would be $9,000 
jess only the 2 cents per hundredweight stabilization fee of $40 which would be 
deducted in all cases and used for advertising, sales promotion, research, and 
administrative expenses. i 

Now let us take the case of a farmer with no base; he would be producing 100 
percent for the surplus market and his price would be only $2.25 per hundred- 
weight. He probably would not even try to produce. 

Now let us assume that surplus milk is selling for 75 percent of parity. This 
would make the surplus price $3.38 per hundredweight. To earn a base or quota 
he would have to use the 3-year average and he would be paid as follows: 

First year: 
2,000 hundredweight X $3.38_____ _ - i ; , $6,760. 00 
Subtract 2-cent stabilization fee_ 40. 00 


6, 720. 00 








Net income first year-__ _ - 





Second year: 
1,333 hundredweight X $3.38___-.._.....--.-.--- _ 4, 505. 54 
667 hundredweight X $4.50_______._- i sina sei) it shah 3, 001. 50 


































Us OO) ee Ba © Bi dan diac _ 7, 507. 04 
Subtract 2-cent stabilization fee__.__.._..__.____. 40. 00 








Net income second year-----_---~-- , ; _ 7, 467. 04 

Third year: 
667 hundredweight X $3.38-._.___ __-- 2, 254, 46 
1,333 hundredweight X $4.50-___ _ _ _ - , 5, 798. 50 


Tota 


Cnet Cite nee enim mini both tthe te tite tinh skis die 8, 012. 96 


The difference between the 3-year full-parity price and the price the farme: 
would receive in the 3 years while earning a base would be $4,680. If the same 
farmer had rece ved only 75 percent of parity during the 3 years the difference 
would be $6,750. A base and surplus plan does not necessarily work to the 
disadvantage of the beginner. 





IX. SUMMARY OF NATIONAL SELF-HELP DAIRY STABILIZATION PLAN 
The establishing of a National Dairy Board will give the dairy farmer an 
independent board that can be working on all phases of dairy problems. 

There would be a uniform stabilization fee charged on all production, so that 
the burden of advertising dairy products would be charged to the whole industry. 

Quotas and curtailed production would not be necessary if markets can be 
expanded to consume full production. 

A method of controlling production would be available when necessary. 

The overall advantage would be stabilization. 

No guaranty is made that every dairy farmer can make a profit. There still 
is no substitute for a good cow in any breed and no substitute for good manage- 
ment in any herd. he above self-help dairy stabilization plan is designed to 
enable the dairy farmers to do together those things they cannot do alone. 













AsaTaBULA County (Onto) Darrymen’s CommiTTern Proposat ror A Na 
TIONAL Datry PRoGRAM—THE. Two-PooL, PLAN 


NEED FOR A PLAN 


It is the finding of this committee that the depressed prices of dairy products in 
this country as a whole are due to a relatively small percentage of overproduction 
which is about 4 percent under present production trends. It is agreed that if 
milk were marketed under two broad classifications surplus production would be 
discouraged. Under the one multiple classification (blend) plan, overproduction 
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is stimulated. The expanding producer increases his portion of available elass I 
market at the expense of the level yearly producer whose Class I portion is con- 
stantly diminishing. 

Inasmuch as the demand for milk is highly inelastic and also that the average 
consumer in the United States has a good diet, it appears that the overproduction 
cannot be eliminated by increased consumption without futher depressing prices 
to the point of financial distress, personal suffering, and reduced technological 
advance. It is the studied opinion of this committee that production controls 
by means of quotas must be resorted to, to solve the dilemma which confronts 
dairy farmers, 

It is the firm conviction of this committee that under the two-pool plan: (a) A 
sharp incentive is provided for dairymen to cull out unprofitable cows; (b) the net 
return from any milk retained on our farms and processed through our livestock 
would: be greater. than -from*milk sold-to a~ghitted market. The-two-pool plan 
provides a pricing mechanism that reflects to the individual producer the price 
_—_ he receives for domestic use milk separately from the price he receives for 
surplus, 

It is further agreed that in addition to above measures that an expanded 
school-lunch program of milk use and a plan to get more dairy products to under- 
privileged groups through a food-stamp plan that the national overproduction 
would be wiped ont in the shortest possible time. 

When this plan has been in operation for one marketing period and a surplus 
of manufactured dairy products results, it is suggested that the Commodity 
Credit Corporation buy up any such surplus at a free market price. 


THE PROPOSAL 


It is hereby proposed that a two-pool plan, consisting of the domestic pool and 
surplus pool,.be adopted.as a basis for a national dairy program. The domestic 
pool.to be allotted all milk and dairy products needed for domestic use in the 
various regions of the United States. he’surplus pool to*absorb all milk and 
dairy products in excess of domestic needs for the region. Milk in the domestic 
pool to be priced on recognized cost of production or other equivalent formula 
that gives the same desired result. Milk in surplus pool to be priced on a free 
market. Producer is given choice of producing or not for surplus pool. The 
problems of each region are to be considered separately. 


ADMINISTRATION 


It is suggested that the two-pool plan be administered by the Secretary of 
Agriculture through regional marketing orders, possibly 15 in number. In 
designating such regions the Secretary shall give considcration to (1) complete 
geographical representation of the United States and (2) the importance of 
dairying in each region. 

Inasmuch as there are now 53 Federal marketing orders in effect, handling 
milk delivered by 186,000 producers which represents nearly one-third of all 
whole milk delivered to plants in the United States, it is our belief that by con- 
solidating many of the existing orders and adding regions- not presently served 
by orders, that the two-pool plan can be administered more effectively and 
economically by the Secretary of Agriculture than by a National Dairy Board. 


DEFINITIONS 


“Marketing year’ means the 12-month period beginning April 1 each year. 

“Marketing period” means annual, semiannual, or quarterly, as set by the 
Secretary. 

“Annual quota’? means producers total annual portion of domestic pool ex- 
pressed in pounds. 

“Period quota’ means producers portion of domestic pool for a given marketing 
period expressed in pownds. It can be derived by one of two methods: (a) By 
dividing annual quota by 12 and multiplying by number of months in period, 
except as adjusted by seasonal factor as described in section (3) under operation; 
(b) the Secretary shall determine anticipated total production and anticipated 
demand for each pool for given period and set quotas accordingly, using seasonal 
factor during flush production. Method (a) is suggested by this committee to 
encourage uniform production throughout the year. 

“Surplus” means all of producer’s milk in excess of quota milk. 
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‘Seasonal factor’? means the resulting number when regions total production of 
milk during the 3 flush months is divided by the region’s total production in the 
3 short months. This figure obviously is always greater than one, and provides 
the incentive for uniform production. 

‘Secretary’? means Secretary of the United States Department of Agriculture. 


OPERATION 


The Secretary shall before each marketing period, (1) determine the average 
total production of milk and butterfat in each region during that marketing 
period in the past 3 years and the average amount of production by each dairy- 
ae during the same period. . Dairyman to prove his production by actual sales 
slips. 

(2) Determine the anticipated production of the milk and butterfat during 
the marketing period in the region and the percentage which will be domestic 
use and percentage which will be surplus. 

(3) Allot each producer his period quota, with any milk in excess of that to be 
surplus. Producers quota to bear same relationship to his 3-year average pro- 
duction for period as domestic pool needs for period bear to average of 3 years’ 
total production for region. 

In order to encourage uniform production it is important that instead of using 
predueers actual record of production during 3 flush months in establishing 

is quota, his production record for the 3 short months be multiplied by the sea- 
sonal factor and that resulting amount be substituted for his actual flush pro- 
duction. (See example.) 

(4) Establish price to be paid producer for milk in domestic pool. This price 
to return cost of production (or equivalent by formula in Federal order) to pro- 
ducer. It is our belief that in some regions this can be accomplished by charging 
consumer more for milk used for fluid purposes. The alternative is by direct 
payments to producer by Government based on 100 percent parity for domestic 
pool milk. Milk in surplus pool to be priced on a free market. 


MISCELLANEOUS PROVISIONS 


Each producers annual quota is revised yearly. It is always based on his 
previous 3 years’ production. No farmer is excluded from going into dairy 
business. For his initial year as a producer 70 percent of his production shall be 
quota milk and 30 percent surplus. For the second year 80 percent quota, 20 
percent surplus. For the third year 90 percent quota, 10 percent surplus. For 
the fourth year, on equality with other producers. The expection for first 
3 years is if regions quota is less than above, regional quota will govern. Farmers 
with less than 5 cows, or who market less than 20,000 pounds of milk annually 
will have no base or quota. They will have no vote in accepting or rejecting a 
national dairy program. All production from 1 farm will have to be marketed 
under 1 name. 

Annual quotas belong to owners of herds rather than owners of land. 

In event of sale of entire herd as a unit, quota goes with herd. In event 
of a dispersal by individual cow sales, no part of quota will be transferable. 
Quotas are not negotiable. 

FINANCING 


Inasmuch as all diary farmers will contribute to operational and advertising 
fund they cannot be assessed more than 4 cents per 100 pounds for all milk 
produced. This amount should be ample for operational expense and support 
for National Dairy Council and American Dairy Association. 


EDUCATIONAL PROGRAM 


If legally feasible a national advertising and educational campaign should be 
conducted with funds mentioned above, to encourage greater consumption of 
dairy products. 

A FURTHER RECOMMENDATION 


It is suggested that bargaining co-ops with no facilities to process surplus 
milk explore the possibilities of uniting in action to provide one central manufac- 
turing plant for a given area. This to be used in conjunction with country 
receiving stations located at convenient surrounding sites. The domestic pool 
milk and surplus pool milk to be divided at these plants. If adopted, this practice 
would work to the mutual advantage of producer and distributor. 
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ADVANTAGES TO ALL CONCERNED 
Producer 
(1) Total income from dairying will increase. 
(2) Better public relations by dairy farmers solving their own problem. 
(3) Threat from diverted acres reduced by putting a portion of that milk in 
surplus 1. 
(4) Market expanded for dairy products. 


Consumer 


Assured adequate supply at cost. 
2) Lowered taxes by Government getting out of surplus dairy products business. 
(3) Assured better quality dairy products. 


Processor 


(1) Assured uniform and adequate supply, thereby stabilizing market. The 
average distributor is primarily concerned with this feature. 


Government 


(1) Savings in operation by getting out of surplus dairy products business. 

(2) Improved public relations by stopping piling up of mountains of surplus 
dairy products. 

(3) In event of a national crisis, any milk being held back on farms could be 
immediately made available to domestic pool. 


EXAMPLE HOW SEASONAL FACTOR PROTECTS UNIFORM PRODUCER 


Cleveland Market Receipts 1954 


Total for April, May, and June equals 263,370,000 pounds. Flush. 
eet for September, October, and November equals 206,953,000 pounds. 
ort. 
Flush 


Seasonal factor equals Short equals 1.27. 


Example No. 1. Typical producer.—His production for the region’s 3 flush 
months is 26,337 pounds. His production for the region’s 3 short months is 
20,695 pounds. 

Multiplying his short season production by seasonal factor we get 1.27 20,695 
unds, which equals 26,337 pounds, or exactly what he produced in flush months. 
his amount would be uence calculating his quota for period or year. It is 

substituted for his actual flush production. (Same in this case.) 

Example No. 2. The heavy flush producer.—Flush production, 31,337 pounds. 
Short production, 15,695 pounds. 

Multiply short production by seasonal factor and we get 1.27 15,695, which 
equals 19,932 pounds. This amount will be used in calculating his current annual 
or period quota. It is clearly brought out that his annual quota is reduced because 
he is a very uneven shipper. 

Ezample No.3. The uniform producer._-Flush production equals 23,511 pounds. 
Short production equals 23,511 pounds. 

Multiply short production by factor and we get 1.27X23,511 pounds, which 
equals 29,859 pounds. This amount will be used to calculate annual or period 
quota. You can readily see how he is rewarded for his uniform production by 
getting his quota increased. 

No producer in the three examples will suffer a loss in total quota by keeping 
milk on the farm during flush production. 

Inasmuch as fluid consumption neither varies much with seasons nor seasonal 
prone cuts, it is recommended that price per unit of fluid milk be held at same level 
or entire marketing year. 

Acknowledgement is hereby made to Delano (Minn.) Dairymans Committee 
for some ideas incorporated from their report, and phraseology and facts used 
from address by Dr. Willard Cochrane, professor of agricultural economics, 
University of Minnesota, made at annual meeting of the New York Metropolitan 
Co-op Milk Producers Bargaining Agency. 


(The following letter and supplemental statement were submitted 
to the subcommittee by Otie M. Reed, National Creameries Associa- 
tion and American Butter Institute: ) 
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Tue Joint COMMITTEE OF THE 
NATIONAL CREAMERIES ASSOCIATION AND THE 
AMERICAN Butrer INstTITUTE, 
Washington 6, D. C., July 19, 1956. 
Congressman THomas G. ABERNETHY, 
Chairman, Dairy Subcommittee, House Committee on Agriculture, 
Washington 26, D. C. 


Dear Mr. ABERNETHY: At the close of the testimony of Mr. C. M. DeGolier 
before your subcommittee on June 2, dealing with sanitation regulations governing 
the quality of milk sold in fluid-milk markets, Congressman Polk addressed a 
question to me concerning my testimony of the previous day. My testimony 
dealt with the devices used under Federal orders to restrict, in our view, the move- 
ment of qualified milk into city markets operating under many of the Federal 
orders. A considerable portion of my testimony concerned the restrictive aspects 
of compensatory payments as they are used in Federal market orders. 

Mr. Polk noted that the previous day I had made a strong statement against 
compensatory payments, but that he had been informed that when I was Chief 
of the Dairy Branch, in connection with an amendment to the order regulating 
the handling of milk under the Boston order, I had developed the device which is 
now called a “compensatory payment,’”’ and had made strong arguments as to, 
why such a device was necessary to the proper functioning of the order. I was 
then asked why I had changed my mind. 

After some discussion back and forth, and after stating that, as far as I was 
concerned, I had not changed my mind as to the invalidity of compensatory 
payments, I stated that in order to answer the question fully I would have to 
review the documents in question and prepare a statement concerning the matter 
for the record. 

It was necessary, in order for me to review the documents in question, to secure 
permission to do so from the Secretary of Agriculture, which took some time to 
accomplish. 

The information concerning Mr. Polk’s question is to be found in a docket of 
the Department of Agriculture, entitled “Tentatively Approved Marketing 
Agreement, as Amended, Regulating the Handling of Milk in the Greater Boston, 
Massachusetts, Marketing Area,’”’ dated January 19, 1940. 

The docket, in addition to containing the proposed amendments to the Boston 
order, contains a long memorandum, directed to the Associate Administrator, 
dated December 29, 1939, in support of the proposed changes in the order. This 
memorandum was written and signed by Mr. Herbert L. Forest, then agricultural 
economist of the Diary Branch, and C. W. Smith, then assistant agricultural 
economist, Dairy Branch. 

The memorandum was approved by me in my capacity as Acting Chief, Dairy 
Branch, and Dr. E. W. Gaumnitz, Director of the then Division of Marketing 
and Marketing Agreements. 

The relevant portion of the supporting memorandum referred to above is set 
forth below: 

‘Exemption of handlers with only a small portion of milk in the marketing area.— 
For handlers who sell less than 10 percent of their total receipts of milk as class I 
milk in the marketing area, a recommended revision is made that will make the 
order applicable to only that milk disposed of in the marketing area except that 
reports would be required on all milk. The handler will be required to pay to 
the Boston pool an amount equal to the difference between the class I and class IT 
prices times the volume of milk actually distributed in the marketing area. 

“The present terms of the order require the aeons of all the milk of any handler 
who sells any milk in the marketing area. is rigid regulation allegedly is dis- 
advantageous to handlers selling most of their milk in different markets where 
different conditions of production and marketing result in price levels higher 
than in Boston. Other handlers primarily eng; in selling manufactured dairy 
products are able to gain from the Boston market pool by selling only a small 
amount of milk in the marketing area to qualify for participation in the pool. 
The desirability of providing more flexible regulation than that now provided was 
demonstrated at the hearing. 

“The recommended changes would make the order flexible, yet require certain 
payment to the market pool on the actual volume distributed in the marketing 
area to prevent handlers in this category from being in a ition to compete 
unfairly by having milk to sell that is entirely free from regulation. The recom- 
mended changes affect the sections of the order on application of provisions and 
payments to producers.” 
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This provision apparently was relaxed materially in 1941. In a docket concern- 
ing amendments to the Boston order dated July 10, 1941, it was recommended 
that this provision not be made applicable to cooperative associations selling milk 
in bulk to other handlers. 

The supporting memorandum for the proposed changes was written by C. W. 
Smith, and signed by me, and approved by Dr. FE. W. Gaumnitz, then Assistant 
Administrator. The statement is as follows: 

“It is recommended that the provision that excludes from the equalization pool 
the milk of a handler who sells less than 10 percent of his milk in the marketing 
area be revised so that the provision does not apply to cooperatives supplying 
milk in bulk to other handlers. The functions performed by such handlers are 
sufficiently different from those of proprietary handlers to result in this provision, 
as currently applied, being burdensome.” 

As far as this matter is concerned, this provision of the Boston order was not 
visualized by me as setting the groundwork for the widespread application of 
similar and more stringent provisions now included in most of the orders. This 
particular action took place almost 15 years ago, and I do not recall the details. 
Most assuredly, the justification of the provision as developed at that time by 
Mr. Forest. and Mr. Smith, and approved by me, is far less detailed than the state- 
ments filed by the Dairy Branch in recent years in support of similar provisions 
in other milk orders. 

In any event, it appears to me that this matter has very little relevancy to the 
point in question, namely, whether these devices now contained in most of the 
orders are restrictive of the movement of qualified milk into markets operating 
under Federal orders. 

Many provisions have been placed in orders in times past, and no doubt will 
be placed in orders in the future, which, as experience is gained in the manner in 
which they operate, have been and will be subject to change. That is the basis 
for the amendment procedure set up in the act of 1937 for changing provisions of 
orders, and it is not at all uncommon that provisions that were at one time con- 
sidered desirable are found in operation to be undesirable and are removed from 
the orders. Many examples of discontinued provisions could be given, but it 
seems to me that it is unnecessary for the purposes of this record. It is also to 
be noted that the compensatory payment provision of the New York order was 
declared illegal, as then drafted, by the Cireuit Court of Appeals in the case of 
Kass v. Brannan, referred to in my testimony of June 1. Since then, neither the 
revised compensatory payment provision of the New York order, or that of any 
other order, to my knowledge, has been adjudicated. We think we have demon- 
strated that compensatory payment provisions as now used in the orders are 
quite unsound from the economic point of view, and there is most er a 
very strong presumption in favor of the view that they are illegal in that they 
ie ee sections 8c (5) (A) and (G) of the Agricultural Marketing Agreement 

ct of 1937. 

It would be appreciated if this letter would be made a part of the official hearing 
record of the Dairy Subcommittee. 

Respectfully submitted. 

Orre M. REED, 
Washington Representative, the Joint Committee of the National Creamertes 
Association and the American Butter Institute. 


SuPpPLEMENTARY STATEMENT OF OTIE M. Ruxp, WasnincTon REPRESENTATIV®, 
THE JOINT COMMITTEE OF THE NATIONAL CREAMERIES ASSOCIATION AND THE 
Ame=RICAN Butter INstITUT= 


During the course of my testimony before the Dairy Subcommittee on June 1, 
1955, Mr. Andresen asked that I submit an additional statement for the use of 
the subcommittee, covering facts and figures as to trends in production, sales, and 
utilization in fluid-milk markets operating under Federal marketing orders. This 
statement is for the purpose of furnishing the subcommittee with the type of 
information requested by Mr. Andresen. 

In preparing the information submitted hereinafter, I have selected a number of 
markets operating under Federal orders. I selected some markets that have been 
operating under Federal orders for a number of years, such as New York City; 
Boston, Mass.; Chicago, Ill.; and St. Louis, Mo. The reasons for selecting these 
markets is (1) they comprise some of the largest markets under Federal regulation, 
and (2) the data are available for a sufficient period of years to establish trends 
or changes in trends in producer deliveries, fluid-milk sales, and the like, under 
the orders. 
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SUMMARY AND CONCLUSIONS 


In our testimony before the Dairy Subcommittee on June 1 regarding Federal 
milk-marketing orders, we stated, to put the matter in a summary fashion, that 
(1) prices in Federal order markets were being maintained at such levels as to 
discourage consumption, increase production in fluid-milk-supply areas, and in- 
crease the surplus over fluid-milk requirements in Federal order markets, such 
surplus finding its way into manufactured dairy products, thereby adding to the 
burdens already borne by producers of milk and butterfat for manufacturing pur- 
poses, (2) prices established in Federal orders have in recent years shown a very 
materially increased differential over the prices received by producers for milk for 
manufacturing purposes, (3) that the Technical Order Committee appointd by 
the Secretary of Agriculture had found no adequate explanation for such increase 
in, and maintenance of, such high differentials of fluid milk over manufacturing 
milk prices, and (4) the Department of Agriculture is employing devices which 
restrict the entry of qualified milk into markets operating under Federal orders, 
thereby tending to establish a high degree of local monopoly, encourage the main- 
tenance of high-price levels for fluid milk, which in turn tends to reduce consump- 
tion, increase production within the supply area of Federal order markets, and 
increase the surplus milk which must be manufactured into manufactured dairy 
products such as butter, cheese, and the like. 

In our testimony, we used the figures developed by the Technical Order Com- 
mittee of the United States Department of Agriculture and, to a very limited 
extent, the data furnished the subcommittee by Mr. H. L. Forest, Director, 
Dairy Branch, in his testimony before the subcommittee on April 19 and 20, 1955. 

We were asked to furnish more specific data than that included in our statement, 
which, as was noted, was taken from the order committee findings and Mr. 
Forest’s testimony. Accordingly, in response to this request, we have put to- 
gether statistics for a number of markets operating under orders, with particular 
reference to deliveries of milk from producers under the several orders analyzed, 
and fluid-milk sales under such orders. Also, we have made such comparisons 
with United States data as the type of data available permitted. The data sub- 
mitted hereinafter, although broken down from market to market for the markets 
of Boston, New York, Chicago, St. Louis, Oklahoma City, north Texas (Dallas- 
Fort Worth), Milwaukee, and the Twin Cities, Minn., may be briefly summarized 
in general terms as follows: 

1. Practically without exception, producer receipts in such markets are in- 
creasing considerably faster than sales of fluid milk. As a result of this disparity 
of rate of increase of producer receipts relative to fluid-milk sales, surpluses of 
OE Saer and above requirements for fluid milk for the markets are increasing 
rapidly. 

2. Some of the major markets show a marked decline in numbers of producers 
under the orders, yet production per day per producer has increased so much in 
many instances that total receipts from producers are increasing. 

In some markets where direct comparison with United States consumption 
was possible, sales of fluid milk and cream under the particular orders are either 
barely keeping pace with the United States figures, or are falling behind. 

4. All markets, even markets which historically have been deficit markets, 
show a practically persistent downward trend in fluid-milk sales as compared to 
receij)ts from producers. 

5. Xn some of the markets which have operated under Federal orders for a 
period of years, sales of fluid milk expressed as a percentage of receipts from pro- 
ducers reached the lowest point of record under the orders in 1954. 


MARKET ANALYSIS 


Care must be used in comparing data from Federal order markets over a period 
of years, not only as regards comparison of trends between markets, but also as 
regards trends in the same market. The reasons for this are that the orders are 
changed frequently in a manner that affects the comparability of the data. For 
example, the marketing area may be expanded or reduced, the kinds of commodi- 
ties classified in the different classes may be changed, and the like. In using the 
Chicago data, it was necessary to discard the data from 1940 through 1944, 
inasmuch as the Chicago order was combined with the suburban Chic order 
effective in 1945, hence the earlier data for Chicago were not comparable with 
data for later years. In St. Louis, although the order has been in effect since 
about 1933, I found it necessary to discard the data for 1933 through 1945. The 
reasons for this are (1) the number of items included in class I milk was markedly 
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increased in 1946, making the data quite incomparable to the earlier data, and 
also, a fairly significant change was made in the size of the marketing area in 1945. 
Therefore, only data from 1946 through 1954 was used. 

In addition to these markets, a few others which have been operating under 
orders for a relatively short time were selected, these being Milwaukee, Wis., 
Oklahoma City, Okla., north Texas, and Twin Cities, Minn., marketing areas. 

It is even more difficult to compare the trends in fluid uses under Federal 
orders with data for the country as a whole. Thus, the Department of Agricul- 
ture publishes a series of data showing fluid milk and cream consumption in the 
United States. In most of the Federal order markets, it would be necessary to 
segregate fluid milk from other products classified in class I, and fluid cream for 
table consumption from the items accompanying it in whatever class it is placed 
under the particular order. (Some orders classify cream in elass I, others calssify 
it in class II, frequently along with several other items.) Only in the New York 
market was it possible to secure a series that may be compared fairly with the 
United States figures regarding fluid-milk and fluid-cream consumption. 

However, consumption trends for the United States as disclosed by the series 
of milk and fluid cream consumption, while not strictly comparable with trends in 
fluid milk sales in those markets where fluid cream is not classed with fluid milk, never- 
theless can be made on a quite satisfactory basis. Generally speaking, we know 
in a general way that the demand for fluid cream for table use has been declining 
in the United States for some time, and fluid-milk consumption in total has been 
tending upward since the early forties. _This being the case, it follows that, if 
we had a series for the United States which showed only fluid-milk.consumption, 
instead of being combined with fluid-cream consumption, the rate of increase would 
be higher for fluid milk than it would be for fluid milk and cream combined. 

While the actual figures as to producer deliveries, consumption, and the like 
are given, index numbers have been computed so as to make possible easier 
campers between rates of change in the markets and in the United States as a 
whole. 

, . brief discussion of the tables and charts given in the remainder of this report 
ollows. 

1. Production and consumplion trends,.United States.—The trend in milk produe- 
tion on farms in the United States, except for some of the years following the 
war, has been upward. In 1940, production was 109.4 billion pounds, as com- 
pared to 123.8 billion pounds in 1954, in which year production was 13 percent 
above 1940. Production per eapita of the population has declined, being 8 
percent less in 1954 than in 1940. 

Total consumption of fluid milk and cream by the nonfarm population has 
varied from year to year since 1940, and in 1954 was 27 percent above 1940. Per 
eapita consumption has shown some fairly heavy increases during such years as 
1945 as compared to 1940, but in 1954 was only 6 percent above 1940. (For 
more details, see table 1, and for graphic presentation, see figs. 1 and 2.) 


TABLE 1.— United States: Total civilian consumption, per capita consumption, fluid 
milk and cream, and production on farms, 1940-54 
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Source: Reports of the Bureau of Agricultural Economics, U. 8. Denieniinns of Agriculture: New and 
Revised Series on Fluid Milk and Cream Consumption in the United States; and Farm Production, Dis- 
position, and Income From Milk. 
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Figure 1.—Index aaah of total milk production in the United States, and 
production per capita of the population, 1940-54. 
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Figure 2.—Index numbers of total consumption of fluid milk and cream in the 
United States, and per capita consumption, 1940-54. 


The total population of the United States has increased every year since 1940, 
and in 1954 was 23 percent above 1940. (See table 2 and fig. 3.) 


TABLE 2.—Total population of the United States, including Armed Forces abroad, 
1940-54 


[In thousands] 


Pe Index Year ere Index | Year Population | Index 


106 
107 
109 
lll 
113 


132, 122 100 
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| 


1 July 1 estimates. 
Source: Current Population Reports and Population Estimates, Bureau of the Census, U. 
ment of Commerce. 
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Ficure 3.—Index numbers of total milk and cream consumption in the United 


States, and index numbers of the population, 1940—54. 


2. Production trends by geographic division.—Trends in production by geographic 
divisions and for the State of Wisconsin for the period 1940-54 are shown in 
table 3. As compared to 1940, total United States production of milk on farms 
was up 13 percent, the Northeast area up 23 percent, the East North Central 
area was up 21 percent, the West North Central area showed a decline of 3 per- 
cent, the South Atlantic area increased 32 percent, the South Central area 5 per- 
cent, and the Western area 15 percent. Wisconsin shows an increase of 31 per- 
cent during this period and during the period ending 1953 an increase of 26 
percent. 


TABLE 3.—Index numbers of milk production on farms, by geographic areas and for 
Wisconsin, 1940-54 


[1940=100} 
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121 101 102 | 
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123 L00 102 | 
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130 104 109 
132 105 115 


Source: Computed from data contained in reports issued by the Agricultural Marketing Service, U.S 
Department of Agriculture. 
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These figures are significant. The West North Central area, the major butter- 
manufacturing area, shows a decrease in production since 1940, whereas the 
Northeast area, primarily a fluid-milk area,.shows an increase of 23 percent. 
Wisconsin is treated as a separate case in the next section. 

3. Production and utilization trends, Wisconsin.—From 1940 to 1953 milk pro- 
duction on farms in Wisconsin increased 3,324 million pounds, and the East 
North Central area in which Wisconsin is situated showed a total increase 
of 5,680 million pounds. Thus-the increase in Wisconsin accounted for more 
than half of the increase in the East North Central area. This increase took 
place largely in cheese and in sales of milk in fluid form, particularly sales outside 
of the State. The total milk utilized in fluid) form in Wisconsin showed an in- 
crease of 965 million pounds from 1940 through 1953. Sales of fluid milk outside 
of the State increased markedly during the war period and immediately there- 
after and in 1953 were 790 million pounds above 1940. Sales of fluid milk within 
eat showed an increase from 1940 to 1953 of 172 million pounds. (See 
table 3a. 


TABLE 3a.— Milk utilized in fluid form: Wisconsin 
{In million pounds] 


i! | 


cable a Mg ae Be ee ee ets 

| In | att In | Outof | In | Out of | 

| State | State | Year State | State | Total Year State | State | Total 
acesenpengentilitielodnineneillcbmeatesinh tee Bla e 
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1941___- » , 1946__...| 1, 
1942.__..| 1,329 | c 1947.....} 1, 
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1944 le . we --91 1, 


Source: Reports of the University of Wisconsin. 


There has been a very significant increase in the production of cheese in the 
United States since 1940 and Wisconsin is by far the greatest cheese-producing 
State. In 1940 total cheese production in Wisconsin was 417 million pounds and 
increased in 1953 to 647 million pounds, an increase of 230 million pounds. In 
other words, the utilization of whole milk in the production of cheese in Wiscon- 
sin increased during this period about 2,300 million pounds. Thus, the increase 
in fluid-milk utilization and the utilization of milk in cheese accounts for by far 
the greater portion of the increase in milk production in Wisconsin. 

4. Production and utilization trends, Boston marketing area.—Before developing 
trends for the Boston data, it is neces: to ate sales of class I (fluid) milk 
in the marketing area from total class I svles. e reason for this is that there 
has been a significant upward trend in sales of fluid milk outside the Boston 
marketing area, the ares having stayed rather the same in a geographical sense 
since the inception of the order. The intent in making this segregation is to try 
to develop the trends for a static, or nearly static geographic area, inasmuch as 
the area of the United States has, of course, remained the same during the period 
under review. 

Table 4 shows total class I sales under the Boston order, and class I sales in the 
marketing area, with percentages each category bears to total class I sales. In 
1938, 9.9 percent of the total class I sales under the Boston order were sold outside 
the marketing area, either to other markets operating under Federal orders, or to 
markets unregulated by the Federal Government. This percentage increased 
markedly during the war period, and in 1953, 16.6 percent of the total class [ 
sales reported under the Boston order were accounted for by class I sales outside 
the marketing area. (See also fig. 4.) 
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TaBLE 4.—Boston: Comparison of class I sales within and outside of the marketing 
area, 1938-58 
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: Compiled from reports of the Market Administrator, Order No. 4. 
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Figure 4.—Index numbers of total class I sales, class I sales in the marketing 
area, and receipts from producers, Boston, Mass., marketing area, 1940-53. 


Table 5 shows total receipts of milk from producers under the Boston order, 
total class I milk, and total class I milk in the marketing area, together with 
percentages each category of class I sales bears to receipts from producers. In 
1938, total class I sales amounted to 61.4 percent of producer deliveries, increasing 
to as high as 78.3 percent in 1946, declining rather steadily thereafter to 52.8 
percent of producer receipts in 1953. (See also fig. 5.) 

(I have not included figures for Boston for the year 1954, since time did not 

veo, rr to combine the monthly figures published by the Market Administrator 
or ; 
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TaBLe 5.—Boston: Total receipts from producers, total class I sales, marketing area 
class I sales, and percentages class I sales in both categories are of total receipts 
(1938-53) 
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Source: Compiled from reports of the Market Administrator, Order No. 4. 
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Fiaure 5.— Marketing area and total class I sales expressed as a percent of milk 
receipts from producers, Boston, Mass., marketing area, 1940—53. 


Class I sales in the marketing area were 55.2 percent of producer deliveries in 
1938, reached a peak of 59.4 percent of producer deliveries in 1946, and have 
declined rather steadily to 44 percent of producer deliveries for 1953. Thus, the 
surplus in the Boston pool was greater in 1953 than in any other year in the series, 
as far as class I sales in the marketing area are concerned, and also are at their 
lowest point as far as total class I sales under the order are concerned in relation 
to producer deliveries. 

In table 6 there are shown a number of series of index numbers regarding re- 
ceipts from producers, daily deliveries from producers, class I sales both within 
and outside the marketing area, total class I, and the like. The figures in the 
table may be summarized as follows: 

(a) Receipts from producers fairly steady upward trend, with receipts in 1953 
at a level 38 percent above 1940. 

(6) Average number of producers under the order: fairly steady downward, 
trend, with the average in 1953; 18 percent below 1940. 

(c) Daily deliveries per producer: Steady upward trend, with average deliverics 
per producer 66 percent above 1940 in 1953. 
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(d) Total class I sales: Reaching a peak in 1945 and 1946, at 151 and 156 
percent, respectively, of 1940 class I sales, but declining from this peak to 132 
percent of 1940 class I sales in 1951, 136 percent in 1952, and 138 percent in 1953. 

(e) Class I sales in the marketing area showed fairly large increases to a peak in 
1946 of 28 percent above 1940, but declining to 21, 24, and 25 percent over 1940 
sales in 1951, 1952, and 1953, respectively. 

(f) Class I sales outside the marketing area increased greatly during the war 
period. In 1953 such sales were 292 percent of the comparable item for 1940. 


TaBLe 6.—Index numbers of receipts from producers, numbers of producers, daily 
deliveries per producer, and class I sales, Boston milk marketing area, 1940-538 
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Seurce: Computed from data contained in reports of the Market Administrator, Order No. 4. 

As was shown hereinbefore, in table 1, total United States consumption of 
fluid milk and cream was up 27 percent in 1953 from the 1940 figure. Boston 
sales of fluid milk in the marketing area were 25 percent above 1940, and total 
class I sales, including the markedly increased sales outside the marketing area, 
were 38 percent above 1940. The subcommittee will recall that the United States 
figures include fluid cream, which has shown a reduction during the last several 
years and, therefore, it may be concluded with no reservation that the utilization 
of milk in the Boston marketing area as fluid milk has not kept pace with the 
consumption rate in the United States. 

The data presented herein show conclusively that total receipts from producers 
under the Boston order are increasing faster than class I utilization and, therefore, 
the surplus over fluid-milk needs for the market is increasing. This is being 
accomplished in spite of the fact that the number of producers under the order 
has declined, due to the fact that the decrease in producer numbers has been 
— than offset by a rather phenomenal increase in deliveries per day per 
producer. 

5. Production and utilization of milk under the New York milk order, 1940-54.— 

In addition to being by far the largest market under Federal regulations, the 
New York metropolitan milk-marketing area is no doubt the most complex 
market in this country. Fortunately also, it is one of the few markets where 
such minor changes have been made in the marketing area and in classification 
that we have available a series of statistics as to producer deliveries and utilization 
that are comparable over an extended period of time. The trends in deliveries 
from producers and utilization of milk in the New York area may be summarized 
as follows: 
» (a) Table 7 shows total deliveries from producers, fluid sales in the marketing 
area, and total sales of fluid milk in all positions, such as sales under other Federal 
order areas, sales outside the marketing area not under another Federal order, 
and sales of fluid cream in the marketing area. Sales of fluid cream are added 
to sales of fluid milk in the named categories because cream for table use in 
New York City must be produced from sources approved by the New York City 
health authorities, 





506 STUDY OF THE DAIRY INDUSTRY 


Taste 7.—New York: Total deliveries from producers, and fluid saies within the 
marketing area and total fluid sales (including fluid cream) expressed as a percent 
of producer deliveries, 1940-54 
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Source: Compiled from reports of the Market Administrator, Order No. 27. 


Deliveries from producers under the New York order showed no particular 
upward trend from 1940 through 1948, and in several of the years during this 
period were actually below 1940 deliveries. Starting in 1949, deliveries from 
producers started an upward trend, and in 1954 were 31 percent above 1{40. 

Fluid-milk sales in the marketing area, expressed as a percentage of total 
deliveries from producers were at their lowest point for the period sinc «1940 in 
the year 1954, when they amounted to only 40.3 percent of total deliveries from 
producers. Peak utilization of producer receipts as fluid milk in the marketing 
area was reached in 1946, at 57.1 percent of producer deliveries. (See also fig. 6.) 


Fluid milk sales, warketing area 


Index Numbers 


Receipts from 
producers 


Fieurr 6.—New York marketing area: Index numbers of fluid-milk sales in the 
marketing area and receipts from producers, 1940-54. 


Total fluid-milk and cream sales, as described above, also reached the lowest 
utilization percentage in 1954, at 55.1 percent of total producer ee and the 
peak utilization of milk in these categories was reached in 1946 at 4.9 percent 
of producer receipts. 

(b) Table 8 shows average number of producers, daily deliveries per pro- 
ducers, and tota] number of pool plants under the New York order from 1940 to 
1954. 
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Tapue 8.—New York: Total number of producers, daily deliveries per producer, 
total pool plants, and index numbers of changes in such items since 1940 (1940-54) 
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. Source: Compiled and computed from data published by the Market Administrator, Order No. 27. 


There has been a marked decline in the number of producers under the New 
York milk order. The low point in producer numbers was reached in 1948 at 
75. percent of the 1940 level. Since then there has been an increase and in the 
last yee (1953-54); the number of producers has been 83 percent of 1940 
numbers. 

Daily deliveries producer have shown a phenomenal increase. The trend 
in daily deliveries been almost steadily upward, and in 1954 was 58 percent 
above 1940. The number of pool plants under the New York pool has declined 
since 1940 and in 1954 was 81 percent of the number of pool plants in 1940. 

Total deliveries from producers in 1954 were 31 percent above 1940. In 
other words, while the number of producers declined, increases in deliveries per 
day per producer much more than offset the decline in producer numbers. 

(c) As was the case in the Boston marketing area, the sales figures for the 
New York marketing area must be broken down to show sales outside the market- 
ing area as well as sales inside the marketing area in order to ascertain the trend 
in sales inside the marketing area. Table 9 shows certain figures relative to 
sales outside the marketing area, sales of fluid cream, and the like. 


Taste 9.—New York: Sales of fluid milk outside marketing area, sales of fluid 
cream in marketing area, and percentage of totals, 1940-64 
{In millions of pounds] 
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Source: Compiled from reports of the Market Administrator, Order No. 27. 
62208—55—pt. 2——11 
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F Sales of fluid milk outside the marketing area have shown considerable variation 
since 1940 but in only 1 year were they below the 1940 figures. In 1954 sales 
outside the marketing area were 61 percent above such sales in 1940, the third 
highest percentage in the period under review. 

he percentage of total fluid milk represented by sales outside the marketing 
area under the New York milk order has remained, on the whole, fairly constant. 
In 1940, 11.8 percent of total fluid-milk sales were accounted for by sales outside 
the marketing area. The highest such percentage was reached in 1943 at 16.5 
percent of total fluid sales and in 1954, 14.6 percent of the total fluid milk sales 
were sold cutside the marketing area. 

Sales of cream in the New York marketing area have shown a drastic decline 
and in 1954 were 68 percent of the 1940 volume. 

In passing, it is interesting to note that sales of fluid milk outside of the market- 
ing area are of about the same relative importance as similar sales under the 
Boston order. 

(d) Summary—New York market statistics.—Table 9 (a) shows index numbers 
of the important statistical series dealing with production and utilization of milk 
under the New York milk order. All figures are expressed as percentages of the 
ree Bowe. These trends, as indicated by the index numbers, may be summarized 
as IOLIOWS: 


TABLE 9 (a).—New York: Index numbers of receipts from producers, numbers of 
producers, numbers of pool plants, daily deliveries per producers, class I sales 
within and without the marketing area, fluid-cream sales, and total fluid milk and 
cream sales, 1940-54 











Daily 
| Total liveries 
Year pro- per 
ucers 0- 
ucer 
1940... 100 100 100 
1941. | ox 104 103 100 102 of 101 on 100 
1942... 94 113 106 98 104 119 106 82 100 
1943 88 lll 98 94 110 163 116 39 97 
1944 | 84 114 % 92 115 129 117 37 98 
1945... | 82 128 101 91 120 137 122 50 105 
1946 “| 78 120 89 126 153 129 52 i 
1947.___- ‘| 76 127 96 89 125 117 1 63 109 
1948. 75 126 4 88 122 114 121 66 108 
1049 78 138 108 89 121 116 121 69 108 
1950 83 139 116 88 122 145 125 70 112 
1951 82 141 116 87 1233 158 127 70 113 
1952. ____| 82 147 120 86 “125 159 129 68 114 
1953. | 83 155 127 84 124 168 129 67 114 
1954. 83 158 131 81 125 161 129 68 114 
| 





Source: Compiled from reports of the Market Administrator, Order No. 27. 


(1) Total producers under the order: Down 17 percent. 

(2) Daily deliveries per producer under the order: Up 58 percent. 

Total receipts from producers: Up 31 percent, in spite of the marked reduction 
in the number of producers. The total increase in milk production in the United 
States during the same period was 13 percent. 

(3) Sales of fluid milk in the marketing area are up 25 percent since 1940, and 
sales outside the marketing area are up 61 percent during the comparable period. 
Total fluid-milk sales were up 29 percent. 

(4) Fluid-cream sales have shown drastic decreases and in 1954 were 32 percent 
below 1940. 

(5) Total fluid-milk and fluid-cream sales under the New York order show an 
inerease since 1940 of 14 percent. Total fluid milk and cream consumption in the 
United States during the same period shows an increase of 27 percent. (See also 
figs. 6, 7, 8, 9, 10, and 11.) 
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Fieure 7.—Index numbers of to fluid-milk sales 
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Figure 8.—Index numbers of fluid-milk sales in the Boston marketing area and 
total United States consumption of fluid milk and cream, 1940-54. 
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Fieure 9.—Index numbers of total sales of fluid milk and cream under the New 
York order and total United States consumption of fluid milk and cream, 
1940-54, 





STUDY OF THE DAIRY. INDUSTRY 


Total fluid milk and cream sales as a 
percent of proglucer enka 


~~ 
as 


‘. ae: 


~ 


Fluid milk sales - marketing ar 
percent of producer deliveries 


Figure 10.—New York: Total fluid-milk and fluid-c sales, and fluid-milk 
een oH the’ marketing area expressed as a percent of producer deliveries, 
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Figure 11.—New York: Index numbers of total producer deliveries and deliveries 
per day per producer, 1940-54. 


The figures given above indicate quite conclusively that (a) deliveries under 
the New York order have increased more than production within the United 
States in spite of a decline in the number of producers, and (6) sales of fluid milk 
and cream under the New York order have not kept pace with the rate of increase 
for the United States as a whole. Surpluses of milk over and above the require- 
ments for the market are increasing. 

6. Trends in producer deliveries and utilization, Chicago marketi area, 
1945-54.—Although the order ulating the handling of milk in the Chicago 
milk-marketing area has been in effect since late 1939, so many changes have been 
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‘made in the coverage of the order that it has been necessary to discard all figures 
pion to 1945 in order to develop whatever trends may exist in that market. 

e most significant change in the Chicago order was the amalgamation of the 
original order with an order regulating the handling of milk in the. numerous 
suburban areas of the city. Therefore, prior to this amalgamation, figures on 
receipts from producers and utilization of such receipts are not comparable with 
the figures developed during the early period of the orders, and it has not been 
possible in the limited time available to me in preparing this su plementary state- 
ment to do the research necessary to make such figures 5 anon e. Furthermore, 
time has not permitted the development of figures ae sales outside the 
———s area, which was possible with respect to the Boston and New York 
orders. Starting with 1945 as the first year when comparable figures could be 
ne for later years, then, we have the following: 

(a) Table 10 shows producer receipts, class_I sales; and the ratio of class I sales 
to producer receipts. (Class I sales are all class I sales, both inside and outside 
the marketing areas.) Since 1945, producer receipts under the Chicago order 
had increased steadily, and in 1954 were 57 percent above the comparable figures 
for 1945. (See fig. 12.) 


TaBLe 10.—Chicago: Total receipts from producers, class I sales, and percent class I 
sales are of total receipts from producers, 1945-54 


[Million pounds] 
Producer receipts 


Volume | Index 
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Source: Compiled from reports of the Market Administrator, Order No, 41, 
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Figure 12.—Chicago: Index numbers of total receipts from producers and 
fluid-milk sales, 1945-54. 
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Class I sales under the Chicago order have shown marked increases since 1945, 
being 37 percent above 1945 in 1954. No doubt a part of this large increase is due 
to very aggressive sales efforts on the part of Chicago handlers, the introduction 
of the gallon container, and the like. 

In spite of this really significant increase in total class I sales under the order, 
the surplus has been increasing, inasmuch as receipts from producers incréased 
57 percent from 1945 to 1954. 

Inasmuch as producer receipts have been increasing at a faster rate than class I 
sales, the total surplus in the Chicago market has been increasing. In 1954, 
Ben vite pine accounted for only 47.6 percent of total deliveries from producers. 

g. 13. 
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Figure 13.—Chicago: Fluid milk sales expressed as a percent of total receipts 
from producers, 1945-54. 


(6) Table 11 shows the average number of producers under the Chicago order, 
and average deliveries per day per producer. The number of producers has 
increased 14 percent since 1945, and average daily deliveries per producer have 
increased 36 percent during the same period. (See fig. 14.) 


TABLE 11.—Chicago: Number of producers, and daily deliveries to producers, 1945-64 





Number of 

Year jucers 

(average) 
i aiiacicssvinennnmibe ical tients amwataea isis 20, 606 100 391 100 
Siren Dtige svn caesecoh-eckioreceinesriedlidiin ai inishateaien seated 20, 335 99 400 102 
BGT... 0 ncn deine cqqutecccemenee SARE I kc Pee 21, 463 104 404 103 
Dbicscconencemebestehescunakentigniienensesnsieoairne 22, 039 107 405 104 
Sl tsmatineshaoniteicnenigiadarssibsiieipinisieustemadaeuttate Lanacaesiiateladaana 23, 442 114 430 110 
Ak pxenchcitsingip dois PON abes nab ashaeigde sided aeainicap lanai ieiad 24, 012 116 435 lll 
iiss sacintnis bbl aioe any ect tds ea eniseabindedinsa en tidy id ae sles wherein ae 23, 005 112 442 113 
nin nacienshtinis ipahpianaleh pode indlibidald atkins aii aahsidilediiiiaiateeMaman adiecibied 22, 715 110 460 118 
Isai leah cnecldesietilaeeitasta caidas canta  aliiliriajasnedaeaasilles 23, 890 116 505 129 
Pees: scvncignoee-amasthiiinnd acd dinkiadcpedibpbiat ence dineledctaenpieddl 23, 609 114 534 136 





Source: Compiled from reports of the Market Administrator, Order No, 41. 
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Figure 14.—Index numbers of average total number of producers and 
deliveries per day per producer, Chicago, 1945-54. 


From the foregoing, it must be concluded that, in spite of a quite striking 
increase in class I sales, producers under the Chicago order have been increasing 
their deliveries of milk faster than the increase in fluid-milk sales, with the result 
that surpluses are growing in that market. 

7. Trends in deliveries from producers and utilization of milk in the St. Louis, 
Mo., marketing area.—As was indicated heretofore, the St. Louis, Mo., marketing 
area has operated under some type of Federal milk regulation since about 1933. 
There have been so many changes made, however, in the type of products classi- 
fied as class I, and also some changes in the size of the marketing area, that the 
data are not comparable throughout the entire period of the order. I have, 
therefore, used the period 1946 through 1954, since only during this period was 
the data comparable. 

The St. Louis, Mo., market has had a somewhat unique pooling history under 
Federal regulations. The market first started out with a marketwide pool, 
then shifted to an individual-handler pool, which was kept in operation for a 
number of years, Comparatively recently (1953) the market changed back to 
a markeswite pool. 

Also, in the middle or late 1930’s, the sanitation regulations governing the 
quality of milk for use as fluid milk in St. Louis were tightened very drastically, 
and the number of producers was cut approximately in half almost over night. 
This factor comma with the operation of the individual-handler pool, tended 
to keep St. ‘Louis in a deficit position for a number of years. As a matter of fact, 
St. Louis, for a considerable number of years, had to secure a fairly large share 
of its milk requirements from outside the local-production area. his was not 
much of a burden, however, because very large supplies of qualified milk existed 
in both the Chicago supply area and in southwestern Missouri. 
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TaBLe 12.—St. Louis, Mo.: Total receipts of milk from local producers, receipts of 
outside milk, total milk receipts, with index numbers, 19: 4 
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Source: Compiled from reports of the Market Administrator, Order No. 3. 
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In any event, the St. Louis market, after many years of being in a position of 
short supply as far as local production is concerned, has in recent years exhibited 
a strong tendency to fall into the familiar pattern of a surplus-production area. 
The figures for the St. Louis market may be summarized as follows: 
oul Receipts of milk from local producers inereased 60 percent from 1946 to 

54. 

(b) Receipts of milk from outside sources have shown a very large drop and in 
1954 were only 1.4 percent of the local production as compared to 11.2 percent of 
the local production in 1946. 

(c) Class I sales in the market area (see table 13) are up 15 percent in 1954 over 
1946. Total class I sales are up 25 percent due to the somewhat surprising fact 
that sales of class I milk outside the St. Louis, Mo., marketing area have increased 
about sixfold since 1946. Although they are somewhat lower in 1954 than in 
1950 and 1951, class I sales outside the marketing area nevertheless accounted 
Laur daily in 1954 as compared to 18,000 pounds daily in 1946. 

» fig. 15. 


Tas_Le 13.—St. Lowis, Mo.: Daily class I sales in marketing area, daily class I 
sales outside marketing area, total daily class I sales, and percent total use in each 
class is of total class I sales, 1946-54 
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Source: Compiled from reports of the Market Administrator, Order No. 3. 
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Fiaure 15.—Trends in marketing area class I sales and total class I sales, St. 
Louis, Mo., marketing area, 1946-54. 


(d) In terms of receipts from local producers, the St. Louis market still must 
import milk from time to time during the year. However, this situation is being 
changed very fast indeed. Total class I sales, including sales both within and 
without the marketing area, were about 103 percent of producer receipts in 1946 
and show a practically ne Seer trend since that time to 80 percent of 
producer receipts in 1954. ( table 14 and fig. 16.) 


TaBLE 14.—St.\Louis, Mo.: Class T sale#.in and outside the marketing area, 
Weer as a percent of producer receipts (daily averages in thousand pounds), 


Class I sales | Percent of | Class I sales | Percent of Total class I Percent of 
Year in marketing | producer, | outside mar- total acer 
area Keting area receipts 
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Source: Compiled from reports of the Market Administrator, Order No. 3. 
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Ficure 16.—Marketing area class I sales and total class I sales, expressed as & 
cao of producer-milk deliveries, St. Louis, Mo., marketing area, 
946-54. 
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Class I sales in the marketing area were about 101 percent of producer receipts 
in oy but had declined practically steadily to 72.5 percent of producer receipts 
in . 

(e) Average number of producers on the St. Louis market is up 28 percent 
ia) and average deliveries per day per producer is up 25 percent. (See 

g. 17. 


TABLE 15.—St. Louis, Mo.: Average number of producers, and average daily 
deliveries per producer, 1946-54 


Average Average 


Averag' deliveries 


) Average 
Year | number of | Index | per day Index Year .|mumber of | Index| perday | Index 
prod: prod 





Source: Compiled from reports of the Market Administrator, Order No. 3. 






160 

150 
© 140 
z Average number 
= DY of producers 
c a a ’ ™ 
120 a 

110 

100 

an a Average deliveries per 
day per producer 





| ai ee ae Gee Re ee 


a ei a ei 3 oi ei et et 


Figure 17.—Index numbers of ‘total deliveries from producers, average total 


numberof producers, and average deliveries per day per producer, St. Louis 
Mo., marketing area, 1946-54. 


In conclusion it may be stated that, although for a number of reasons the 
St. Louis-‘market has-been’a deficit market for a number of-years as far as the 
supply from local producers is concerned, this market is steadily exhibiting all of 
the signs of developing a very large and unnecessary surplus above market require- 
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ments. The trend of utilization of class I milk, expressed as a percentage of pro- 
ducer receipts, is steeply downward and in only a very few years the St. Louis 
market will be in a state of chronic heavy surplus if this trend continues. 

8. Trends in receipts from producers and utilization of milk in the Oklahoma City 
marketing area, 1950-54.—The Oklahoma City order was made effective in May 
1950. This market, prior to the inception of the order, was a deficit market in 
the sense that it was necessary to secure milk from outside sources to meet the 
fluid-milk needs of the market during short seasons of the year. Class I sales 
have shown a marked increase in this market although time did not permit an 
analysis to determine whether this is due in part to changes either in the marketing 
area or in the items classified as class I milk. In any event, receipts from pro- 
ducers have shown a marked upward trend and the proportion of milk utilized 
as class I milk has shown a marked downward trend. (See table 16.) The Okla- 
homa City market, in view of this trend, is rapidly approaching the position of a 
surplus market. 


TABLE 16.—Oklahoma City, Okla.: Receipts of milk from producers, and classifi- 
cation of producer milk, Order No. 5, May—December 1950, and annual 1951-54 


(Thousands of pounds] 








Class I milk Class II milk 





| Receipts from 
| Percent.of | Percent of | producers 
producer | Volume 
i 
i 
| 


receipts 

9. Monthly average producer receipis and classification of milk, Milwaukee 
Wis., marketing area, 1951-54.—The Milwaukee market, in spite of the fact 
that it is in one of the heaviest. milk-producing areas in the United States, shows 
a fairly constant ratio of class I sales to total receipts, from producers during the 
4 years the market has operated under an order. This, no doubt, is due in part 
to the fact that price relationships between class I and manufacturing milk in the 
area from which Chicago and Milwaukee draw their supplies are kept rather low 
as compared to many other markets, and also to the fact that Milwaukee operates 
under a handler pool. (See table 17.) 





Source: Compiled from reports of the Market Administrator, Order No. 5. 


TABLE 17.— Monthly average receipts and classification of milk, Milwaukee, Wis., 
marketing area, January 1951—December 1954 


[In millions of pounds] 


| | 
Percent Percent | | Percent 
Class II | of total | Class III} of total | Class IV | of total 


receipts | | receipts | | receipts 
i } 
I | | 


| 40| wal 42] 
| 5.0 | 6 | 3 I . 


a 
| 
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Nore.— Percentages add to slightly more than 100 due to overages. 
Source: Reports of the Market Administrator, Order No. 7. 


10. Receipts and utilization of milk—North Texas marketing area, October 
1951—December 1954.—The North Texas marketing area (Dallas-Fort Worth) has 
been a deficit market for many years. Also it has served as the processing point 
for milk used in a large number of towns and cities outside Dallas and Fort Worth. 
Since the inception of the order, class I sales in the marketing area expressed &s & 
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percentage of producer receipts has shown a marked downward trend. If it were 
not for the fact*that a large volumé of class I milk is sold outside the marketing 
area, this market would already be in the surplus category or very close to it. As 
‘it is, the trend ‘in ¢lass I utilization relative to pe receipts is unmistakeably 
downward, and if this trend continues the market will be in a heavy surplus posi- 
‘tion before the passage of very much more time. The subcommittee will recall 
that the Southwest area, including Texas, has been afflicted by a drought for a 
number of years. In spite of this fact, however, daily receipts from producers 
has increased markedly under the order and, as noted, the ratio of class I sales to 
average daily producer receipts is rapidly declining. (See table 18 and fig. 18.) 


TaBLe 18.—North Texas marketing area: Average daily producer receipts and 
class I sales, October 1951—December 1954 


{In thousand pounds] 














Average daily class I sales 

0 tna BIGRPP fe art 

Month and year | producer 

| producer Percent of ' ; 

receipts In area roducer oe | ‘Total | ‘deliveries 

eliveries pirnie® 
a inne Be se i iia alicia miapteeaianiiaeie 

1, 228 1, 085 | 88.4 322 1, 408 114.6 
1, 214 1,121 | 92.3 276 1, 397 116. 1 
1, 277 1,056 82.6 291 1, 347 105. 4 
1, 375 | 1, 048 76.3 369 1, 417 103. 1 
1, 445 | 1, 064 | 73.6 | 362 1, 427 98.7 
1, 509 1,052 69.7 | 351 1, 403 93.0 
1, 620 1, 037 64.0 326 1, 363 84.1 
1, 646 1, 030 62. 6 292 | 1, 323 80.3 
1, 581 975 61.6 300 | 1, 275 80. 6 
1, 497 1, 023 68.3 313 | 1, 336 89. 2 
1, 452 1, 041 71.7 342 1, 383 95. 3 
1, 437 1, 132 78.8 342 | 1, 474 102. 6 
1, 439 1, 155 80.2 355 1, 510 104. 9 
1, 506 1, 101 72.1 364 1, 465 97.2 
1, 567 1, 093 70. 0 345 1, 438 91.8 
1, 670 1, 139 68. 2 355 1, 494 89.5 
1, 748 1, 136 65.0 323 1, 459 83.4 
1, 882 1, 099 58.4 318 1, 418 75.3 
2, 003 1, 100 54.9 307 1, 408 70,2 
1, 912 1, 095 57.2 282 1,377 72.0 
1, 794 1, 123 62.6 299 1, 423 79.3 
1,754 1, 138 64.8 273 1,411 80.4 
1, 739 1, 109 63.8 288 1, 398 80.4 
1, 666 1, 183 71.0 304 1, 488 89.3 
1, 675 1, 253 74.8 323 1, 576 04.1 
1, 698 * 1, 185 69.8 2387 1, 473 86.7 
1,778 1, 205 67.8 276 1, 481 83.3 
1,842 1, 241 67.4 253 1, 494 8L1 
1, 957 1, 235 63.0 245 1, 480 75.6 
2, 048 1, 237 60.4 249 1, 486 72.6 
2, 119 1, 194 56.4 244 1, 438 67.9 
2, es 1, 146 56. 4 260 1, 406 69. 1 
oe 1, 141 60.2 265 1, 405 74:2 
1, 708 1, 191 69.7 320 1,512 88. 5 
1, 608 1, 185 73.7 299 1, 484 92.3 
1, 578 1, 298 $2.2 299 1, 507 101. 2 
1, 702 1, 276 75.0 328 1, 604 94.3 
1, 761 1, 293 73.4 387 1, 681 95. 4 
1, 864 1, 276 68.4 361 1, 687 87.8 
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Figure 18.—North Texas marketing area (Dallas-Fort Worth) total class I sales, 
and salés of class I milk in the marketing area, expressed as a percent of pro- 
ducer milk deliveries, October 1951—-December 1954. 


11. Trends in receipts from producers and utilization in the Twin oe Sree 


marketing area, 1949-64.—The Twin Cities are located in one of the heaviest 
milk-producing areas of the United States. However, in this area, the Policy 
has been followed of keeping the class I prices for the market well in line wit. 
the value of milk for manufacturing purposes and for other fluid-milk markets. 
The rding the Twin Cities may be summarized as follows: 

(a) Since 1949, average total daily receipts from producers have increased 15. 
t 


(6) Average daily deliveries per producer have increased 26 percent. 

(c) Average number of producers on the market, while showing slight incréases 
from 1949 through 1953, were 9 percent below the 1949 level in 1954. 

4 Daily average class I sales have increased 19 percent since 1949. 

e) The ratio of class I sales to producer milk remained about constant 
during the period under review, being 59.8 percent in 1949 as compared to 61.9 
percent in 1954. (For details, see tables 19 and 20.) 5 


TaBLE 19.—Twin Cities: Daily average class I sales, daily average class II sales, 
and daily average receipts from producers, 1949-54 


Daily aver- Daily aver- Daily aver- 
age class I age class II age receipts 
sales (pro- sales (pro- Index from 
ducer milk) ducer milk) producers of | of producer | of producer 
(thousand (thousand (thousand receipts receipts 
pounds) pounds) 


Norg.—Class I and class II sales given above represent producer milk so classified. Total class I and 
class II volumes sold in the market are slightly larger than those given above, due to other source milk. 


Source: Reports of the Market Administrator, Order No. 73. 
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TaBLE 20.—Twin Cities: Average daily receipts from producers, average daily 
deliveries per producer, and average number of producers, 1949-54 





Average 
deliveries Average 
Index | perday per | Index number of Index 
roducer producers 
pounds) 


1 


Source: Reports of the Market Administrator, Order No. 73. 


The figures given above would indicate that it is possible, even in an area where 
there are huge volumes of milk available, that’a market can be operated under an 
order in such fashion that there is no.great/increase in the surplus. This is due 
primarily to the establishment of sound price levels for class I milk as compared 
to the price for oe milk and milk for manufacturing purposes. 

So far, the Twin Cities order has not contained a compensatory payment pro- 
vision. However, at the present time-the local producers are trying to have such 
a provision inserted into their order. 

In closing this statement, I would like to point out that we have spared no 
effort, in the short time. available to, us,, to set, forth for, the, subcommittee the 
facts as to production and utilization of milk in the major markets operating under 
fluid-milk orders. We-‘have tried to so develop the data as to give a true picture 
of trends in the various markets, a formidable undertaking due to the many 
changes in the orders which make the data from one period to another incom- 
parable and, as a matter of fact, perhaps quite misleading. We would have 
desired, if we had the time, to develop figures for the entire Federal order system, 
but this was impossible, inasmuch as a great deal of research is necessary in order 
to arrive at figures that can be combined for all the markets. 

In any event, we believe that we have been successful in setting forth data 
which, market by market, show what is happening regarding deliveries from 
producers under the orders, and sales of fluid milk under the orders. 

It is our opinion that the subcommittee is interested in trends, not yearly 
variations, nor do we believe it is interested in the information that can be gleaned 
from comparison of receipts from producers and sales of fluid milk over the last 
2 yearsorso. Such limited data do not furnish the subcommittee the information 
necessary to establish what the long-time trends actually are under the orders. 
Much of the data furnished the subcommittee heretofore, particularly the statis- 
tical information furnished by witnesses from the Department of Agriculture 
regarding these matters, in our opinion serves little if any useful purpose and, as 
a matter of fact, can well mislead the subcommittee as to the true facts in the 
matter. 


x 








